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The illustration shows two denominations of the notes put into circulation by the 


Japanese in Malaya in substitution for the former British dollar currency. Up to 
February, 1942, the British dollar was valued at 2s. 4d.; after the fall of Singapore 
the Japanese devalued the dollar by 50 per cent., giving it roughly the value of the yen 
at that time It will be noted that the Japanese notes have neither serial numbers nor 


watermarks. Within a short time their excessive issue led to a progressive decline in thei 
purchasing power Before the Japanese invasion, fot example, coconuts could be bought 
for about two cents each; at the time of the Japanese surrender a coconut cost between 

ind 10 dollars rhis small example gives some idea of the galloping inflation for which 
the Japanese were responsible, and of the small faith placed by the population in the 


Japanese premise to “ pay to bearer on demand 
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A Banker’s Diary 
By the Editor 


GREAT buoyancy of revenue could hardly be expected in face of the frictional 
unemployment and reduced overtime working of the present transition period, 
and it is not surprising that the revenue inflow has been 
The Budget somewhat lower this quarter than in the peak revenue period 
Position last year. Even so, there seems a good prospect that the 
estimate of £3,265 millions for the full year will just about 
be achieved, since receipts up to March 23 fell only £69 millions short of this 
total. On the other side of the account, ordinary expenditure at that date 
totalled only £5,260 millions, or nearly {600 millions short of the revised 
estimate of £5,844 millions for the full year. Judging by the recent levels of 
expenditure—though admittedly these have been rather erratic—the actual 
expenditure for the year should fall almost £500 millions short of the estimate, 
giving a deficit for the twelve months of not much over £2,000 millions, 
against the estimated £2,579 millions. 

On this precedent, we need not perhaps take too literally the estimates 
lately presented of ordinary expenditure totalling £3,845 millions for the year 
1946/7. Indeed, it will be disappointing if disbursements for the twelve 
months average as much as {960 millions a quarter. Assuming that Govern- 
ment expenditure is not reduced more rapidly than this towards a reasonable 
post-war norm, however, the indications are that revenue will fall short by a 
full £1,000 millions, allowing for the tax concessions already announced and 
for the probability of some further decline in the national income. 

Against this background, there is clearly room for debate whether any 
further tax concessions at all ought to be announced in the coming budget. 
From the point of view of monetary orthodoxy, strong arguments can un- 
doubtedly be advanced for an immediate return to a balanced budget (or 
for an immediate balancing of total monetary transactions between the public 
sector and the private sector of the economy, which is a rather different 
thing). Indeed, if the only objective were to combat inflation, one would 
have to advocate the maintenance of taxation at its peak war level for some 
years and the achievement of an actual budget surplus until the monetary 
demand for goods was no longer in excess of the possibilities of supply at the 
current level of prices. Such a policy would not only have the financial advan- 
tage of safeguarding the value of the currency, and hence the savings of 
holders of Government securities and other rentiers ; it might also, and even 
more importantly, tend to bring nearer the date at which we can hope to 
return to a free economy without restrictive controls. 





THE obvious objection to so austere a policy, in the present circumstances, is 
the strong deterrent on production of direct taxation at anything like the 
present penal level. Those who advocate such a policy have 

The Case to answer this question: Is it more urgently necessary, after 

_ for- six years of war, to reduce inflationary potential at the cost 
Concessions of possibly a severe loss of real output, or to maximize produc- 
tion at the cost of a small percentage addition to the national 

debt ? There can be little doubt of the commonsense reply. It is, in any case, 
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short-sighted and fallacious to take a simple figure of prospective deficit as 
the measure of “ inflation.”” One must first distinguish between actual and 
potential inflation. Nobody supposes that moderate reductions in direct 
taxation would either undermine rationing and price controls or accelerate 
the wages spiral ; the effect would be to increase by I or 2 per cent. the volume 
of unspendable purchasing power already overhanging the market, and thus, 
other things equal, to postpone for a few months the restoration of equilibrium 
between monetary demand and supply. Secondly, it is most shortsighted to 
look only to the monetary side of the equation. To the extent that a reduction 
in income-tax or the abolition of E.P.T. stimulated an increase in real output 
(above what it would otherwise have been), such concessions would not even 
be inflationary. It is curious that, while the repressive effects of E.P.T. and 
high taxation generally aie universally admitted, even by the present Chan- 
cellor, few people seem to recognize that the converse must apply : that con- 
cessions will stimulate production. Finally, the figure of prospective deficit 
may give a most misleading picture of what is happening even to the internal 
monetary situation. It ignores such factors as sales of war surplus stocks, 
which absorb purchasing power just as effectively as ordinary taxation. 
Moreover, it is estimated that our adverse balance of payments this year will 
total some £750 millions. To the extent that this represents an excess of 
imports over exports, it means that the Government will also be absorbing 
puichasing power by selling imported goods, directly or indirectly, to the 
domestic population. Hence a budget deficit of £1,000 millions might not in 
reality involve any addition to the inflationary potential if at the same time 
we are borrowing heavily abroad, are liquidating surplus stores rapidly and 
have a surplus on extra-budgetary funds, such as the unemployment fund. 
The moral of all this is suiely self-evident. With the object of restraining 
unnecessary consumption it is desirable that indirect taxation should be 
maintained. But there can be no hope of rapid reconversion or a successful 
export drive unless the incentive to risk-bearing, enterprize and efficiency is 
restored by substantial cuts in direct taxation. In assessing the scope for such 
concessions, finally, the Chancellor should pay little heed to the nominal 
figure of the Government deficit but should look to the monetary situation 
in the widest sense, giving precedence above all to the encouragement of 
production. 


AT long last the monetary agreement with Switzerland has been signed. 
It fixes a rate of exchange for the Swiss franc of Sw. fcs. 17.35, which represents 
but a slight deviation from the rate which has been in force 
Monetary during the war, namely, Fes. 17.30. There is also the usual 
Agreement provision for the respective Central banks to hold each other’s 
with currency, with the important variation that the Swiss have 
Switzerland agreed to sell Swiss francs up to a maximum of {5 millions, 
lus such an additional sum as may be determined by the 
contracting Governments in the light of the estimated balance of payments 
between the sterling area and Switzerland.” In practice, this is understood 
to mean that over the next few years the Swiss will be prepared to hold up to 
£15 millions. This will undoubtedly be a most useful addition to the U.K.’s 
reserves. Any sum in excess of the agreed maximum is to be satisfied by a 
transfer of gold. 
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It is probably the determination of the maximum figure of the Swiss 
holdings of sterling which caused the delay in finalizing the agreement. The 
Swiss have, as the result of the war, suffered severe losses on their investments 
in Central Europe, and they still have vivid recollections of the depreciation of 
sterling in 1931. Rumour has it that, until they had some assurance that the 
U.S. dollar loan to Britain would go through, they were anxious to restrict their 
commitments in sterling to a bare minimum. This is borne out by reports of 
the introduction of regulations in Switzerland designed to limit the conver- 
tibility of sterling into Swiss francs to those funds which are beneficially 
owned by residents of Switzerland. Full details of these regulations are 
still awaited. One important result of the agreement is that residents of 
the U.K. will now be able to draw Swiss francs up to the equivalent of {100 
in any one year for the purpose of travel in Switzerland. Whether this is 
altogether sound economics from our point of view is perhaps open to question, 
but tourists will surely not be slow in taking advantage of this facility. 


AN important breach has recently been made in the bilateral defences of our 
exchange control by the announcement that sterling standing to the credit 
of various non-resident accounts may be utilized for payments 

Brazilian between Brazil and the countries concerned, either by way of 

Sterling direct transfer or in connection with trade conducted through 

sterling area intermediaries. The areas concerned are: 
Belgian Monetary Area, Denmark, Dutch Monetary Area, Finland, Greece, 
Norway, Spain, Sweden, Turkey. The effect of this announcement is that 
persons in Brazil desiring to make payments to any of the above-mentioned 
countries may acquire sterling belonging to residents in any one of these 
countries for the purpose of settling a debt to a person resident in any other 
of these countries. Since the merger of the Central American and U.S. 
currency areas last year, this is the first instance in which a relatively free 
market in sterling would appear to have been created intentionally in a foreign 
centre. Hitherto, by insisting on the strictly bilateral nature of payments 
between the sterling area and each foreign country, it has been possible to 
insulate sterling against possible depreciation arising from competitive offerings 
of sterling in more than one centre. The rate at which sterling settles down in 
Brazil will provide an interesting criterion against which to measure the official 
rate. 

Some complaints have been heard from banking quarters that, in respect 
both of the Swiss agreement and the Brazilian sterling change, banks only 
learnt of developments through the press. This places them as agents of the 
control in an invidious position, not only as regards their customers in this 
country but more particularly in relation to their foreign connections. In 
some instances, customers in Brazil were warned of the new facilities con- 
siderably in advance of their London correspondents. 


In his Budget speech, Sir Archibald Rowlands, the Indian Finance Member, 
gives the welcome news, from the viewpoint of both parties, that the accumu- 
lation of sterling balances by India has about reached its peak. 

The Indian Defence expenditure recoverable from H.M.G. is placed at 
Balances only Rs. 42 crores for 1946/47, against Rs. 489 crores for the 
past fiscal year. There should, consequently, be little further 
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increase in the sterling balances, which are estimated at no less than £1,300 
millions as at March 31. Indeed, it may be that an expansion in U.K. exports 
will obviate any further increase at all. Sir Archibald stressed that when 
negotiations about the balances are opened, doubtless after the U.S. loan has 
been passed by Congress, India will not be committed in advance to accept 
a scaling down. He also described as groundless the fears expressed that the 
holding of so large a portion of her exchange reserves in sterling may prejudice 
India’s ability to obtain capital equipment from abroad: “‘ For a number of 
years to come, the main consideration will not be the availability of exchange 
but the physical capacity of the two main exporting countries to meet the 
demands of a war-shattered world. At the same time, the absorptive capacity 
of India herself, and the rate at which the necessary technical personnel can 
be made available, may well be limiting factors of considerable importance.” 
{n other words, it seems that the pressure for immediate conversion of the 
balances may be far less than is commonly supposed, and such a respite would 
help towards a reasonable settlement without a drastic scaling down. 

In any event, the Finance Member believes that the amount of free exchange 
that India can hope to secure in the eventual negotiations will be much greater 
than that to be derived from a repayment of India’s net contributions to the 
dollar pool, since these have been only a small fraction of the wilder estimates 
put forward. He discloses that, between September 1939 and March 1945, 
[ndia earned hard currency to the amount of Rs. 364 crores and has utilised 
Rs. 265 crores, to which must be added gold imports (valued at world price) of 
Rs. 50 crores. In short, her net contribution has been less than Rs. 50 crores 
(£374 millions), and this without taking account of the $20 millions specially 
earmarked for Indian purchases of capital equipment outside the sterling 
area. As to the wisdom of an immediate withdrawal from the dollar pool, 
so clamorously urged by the more extreme nationalists, “‘ the balance of trade 
with the U.S.A. has been unfavourable to India for many months,” so that 
India has actually been drawing out more hard currency than she has been 
earning for the pool. 


WITH the ending of the war, a certain amount of economic literature is again 
beginning to trickle into this country from the outside world. One very 
useful contribution by the Swiss Bank Corporation was dis- 

The Function cussed last month, and in this issue we welcome the re- 
of Prices appearance of the Skandinaviska Banken bulletin, published 
in English, which maintains its former standard with a most 

thoughtful article on ‘‘ The Function of Prices in the Melting-Pot,’”’ by Prof. 
Erik Lundberg. The writer reviews the classical functioning of the price 
system in a competitive economy, as a mechanism which automatically gives 
the consumer the sovereign position in determining the direction of production, 
incomes of producers being fixed as a by-product of the process. Its main 
defects in the past have, of course, been the failure to bring about full utilization 
of the factors of production (Prof. Lundberg stressing in this connection 
immobility of fixed capital and rigidity of interest rates as well as of wages) 
and the growing domination of producers in the fixing of prices as the area of 
competition has narrowed. In consequence, we not only see a dwindling 
faith in the possibility of restoring an effective structure of free market prices ; 
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even the belief in the desirability of such a system as a means of emnes 
our economy becomes undermined. There is an increasing tendency “ 

the direction of limiting the function of prices as regulators of the inline 
and of converting them instead into instruments for the regulation of incomes,” 
as witness agricultural price-fixing and the growing importance of official! 
wage policy as a factor in the determination of prices. All this, of course, 
vitiates the usefulness of relative price changes as a guide to the true pre- 
ferences of consumers. Prof. Lundberg, however, looks towards the revival 
of international trade to help combat these tendencies, partly because com- 
petition with imports has always been—or was once—an effective weapon 
against monopolistic tendencies in the home’ market, and partly as helping 
to create the supply of reserve goods which the author regards as an essential 
condition for the avoidance of a rising price spiral under conditions of full 
employment. How far stocks of finished commodities will in fact help to 
check such a spiral is perhaps open to question ; obviously, one of the main 
checks on a cumulative rise in the price of labour has in the past been a reserve 
supply of labour itself, which by hypothesis will not be present under full 
employment. 


TuIs year, the peak revenue inflow has taken place in February instead of, as 
in 1945, the preceding month. For the four weeks to February 23, this produced 
a useful current surplus of £69 millions. With the aid of some 

Deposits {53 millions of small savings, the Treasury thus had funds in 

Down hand to permit some funding of bank deposits, even after a net 
Again repayment of {72.9 millions of tax certificates, and despite 
the continued absence of any market tap issues. 

This is the background to the further contraction of £45 millions in clearing 
bank deposits shown by the February return, summarized in the table below. 
The decline is actually somewhat smaller than that of £57 millions in the 
corresponding month last year. During the six months August to February, 
nevertheless, there has now been a cumulative shrinkage in bank credit of 
{190 millions, which contrasts with an expansion of {244 millions over the 
corresponding period a year earlier. 


February Change on : 
AA, 

1946 Month Year 

£m. £m. {m. 
Deposits .. sa “s 4,084.3 — 45.0 + 279.4 
Cash ka is bm 483.3 — 12.7 t 28.5 
Call money es <3 242.8 — 5.6 -. o.2 
Bills is 4 ns 340.0 — 20.5 + 200.4 
(fo) ar Tr 7 1,468.0 — 24.5 — 170.5 
Investments at ea 1,241.2 + 10.8 81.3 
Advances — si 837.5 t 8.5 + 78.1 


It will be seen that T.D.R.s provide the counterpart for little more than 
half of the month’s contractions in deposits, though this item now shows the 
enormous reduction of £526 millions since July last. For the rest, the former 
recovery in bill portfolios was temporarily reversed, while cash also declined 
sharply. In all, the “ liquid assets ”’ thus fell by £63 millions, reducing their 
combined ratio to deposits to only 54 per cent., against 61 per cent. last 
‘ugust. The further recovery in advances makes an improvement of {81 
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millions in six months, though the February rise was no greater than the 
seasonal movement, subsequently reversed, in February 1945. In contrast 
with the normal “ scissors movement ”’ between the two main earning assets, 
investment portfolios have also been increased by {115 millions over the six 
months, the latest level representing a new record {£49 millions above the 
November 1944 peak. 

Doubtless, a variety of motives have contributed to this renewed expansion 
of security portfolios. It is hardly to be supposed that the banks could be 
so readily absorbing the longer-term securities unless they now felt pretty 
confident of a continuance of ultra-cheap money thioughout the transition 
phase. It is significant, too, that the movement gathered pace appreciably 
after the autumn cut in short-term 1ates, which a number of the bank chairmen 
expected, in their annual statements, to make substantial inroads into this 
year’s profits. If it is the case that the banks in general were last year very 
near their E.P.T. standards of profits, this loss of earnings from short-term 
assets, not wholly compensated by the cut in deposit interest, would provide 
an incentive to expand holdings of the higher-yielding assets. Indeed, with 
the prospective cut in E.P.T. to 60 per cent. there is, for the first time, some 
real incentive to expand earnings beyond the E.P.T. base level. Finally, it 
is not clear to what extent the substitution of money market assets for T.D.R.s 
may have induced a feeling of greater liquidity, though in theory it is undoub- 
tedly true that Treasury bills can be more readily turned into cash than 
T.D.R.s, given their shorter life and the facilities for re discounting via the 
discount market, whereas T.D.R.s may be pre-encashed without penalty only 
against subscriptions to longer-term loans. 


bbs commemorate the 200th anniversary of the British Linen Bank, shareholders 
1ave presented to the bank a ie of the Earl of Home, who became 
Governor in 193 The original charter - the institution 
British received the Roy: i Assent in July 1746, and the first meeting 
Linen seems to have been held two months later, when two Edinburgh 
Bi-Centenary merchants were appointed managers. At the outset, the 
British Linen Company devoted itself strictly to manufacturing 
and trading in linen, and it was not until 1763 that it began to function mainly 
as a merchant bank using its resources to finance the industry. In 1906 the 
word ‘Company ”’ was replaced by ‘“ Bank ”’ in the title, and the affiliation 
with Barclays took place in 1919. Besides the Head Office, the bank now 
operates some 200 branches in Scotland, two offices in London and an outpost 
in Northumberland. The latest balance sheet shows a capital of {1,250,000 
and reserve fund of £2,500,000, with total assets of over £72 millions. 


\ NEW way of obtaining dollars was suggested by a member of the House 
of Commons recently. Having been intend that the loss of potential excise 
duty on our whisky exports to the United States in 1945 
Financial amounted to about £17 millions, he urged; “ Surely it would 
Wizard be more appropriate and more profitable to keep the whisky 
in this country, sell it, get the duty of £16 or £17 millions, 

and then buy dollars with that money if you like ? ”’ 
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The Obstacles to Reconversion 
By The Rt. Hon. Oliver Lyttelton, M-P. 


O sensible person ever supposed that our economy could be switched 
Nove from peak war production to normal peacetime production the 

moment the last shot had been fired. Yet every business man knows that 
the pace of industrial reconvefsion up to the present has disappointed even the 
most cautious and modest expectations. Whatever members of the present 
Government may say and believe, the statistics published by Government 
departments themselves show quite plainly that production for the home 
market has done little to remedy the wartime shortages even of the most 
urgently needed goods, and that the export drive has got away to a deplorably 
slow start. 

The articles which follow explain why reconversion lags in a number of the 
leading export industries. Underlying the difficulties experienced by all 
industries, however, will be found—in addition to such continuing handicaps 
as the coal shortage or passing ones such as dock strikes—two major difficulties. 
The first is the over-all shortage of manpower in this country, aggravated by 
the slow release of men and women from the services and by the shocking 
wastage of labour in the continued production of munitions. As late as 
December nearly four million people—close on a fifth of our working population 

-were still employed in the armed forces and auxiliary services; the civil 
service still had a strength of nearly a million, and over one and three-quarter 
millions were still working on orders for the supply departments. In the light 
of these figures, it is not difficult to understand why productive industry finds 
itself starved of labour. In December workers of insurable age employed on 
civilian work in the whole of manufacturing industry numbered only 4,364,000, 
or almost a million fewer than before the war, while building, the distributive 
trades, commerce and finance were also well below their pre-war complement 
of labour. Clearly, there can be no hope of a real production drive or a real 
export drive until the thousands still retained on unproductive work for the 
Government are returned to productive industry where they are so urgently 
needed. 

No less serious than the scandalous wastage of so large a proportion of our 
limited manpower is the widespread decline in weekly output per head, the 
second of the basic difficulties to which I have referred. I have made extensive 
enquiries on this subject of nearly all industries. They confirm that since VJ- 
Day the general experience is that output per man week is everywhere down 
by as much as 20 or 30 per cent. That there should be some falling off in 
productivity is, of course, to be expected in those industries where reconversion 
means changing over to an entirely different product from that manufactured 
during the war. But it is disquieting to find that production has fallen sadly 
even in cases where workers are making the same physical product as during 
the war, where reconversion means only that the same product is sold for 
export or for civilian use instead of being sold to a Government department. 
Of course, management and workers alike are weary after six years of war. 
Nevertheless, it is vital that our people should be brought to understand that 
the higher standard of living so glibly promised by the present Government can, 
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in sober truth, come only from increased effort and increased efficiency, 
There can be no doubt that it would have an immediate tonic effect on pro- 
duction if the shops could at once be filled with attractive goods on which 
wages could be spent. Unfortunately, such goods can be supplied only from 
our own current and future production, since stocks are at low ebb and we are 
already borrowing heavily from other countries to secure essential food and 
raw materials. Since money wages—even steadily rising money wages—no 
longer supply the necessary incentive to all-out endeavour, there is here a 
vicious circle to be broken, and it can only be broken by impressing upon our 
people the true facts, grim though they are. 

Though it is true, as I have said before, that there comes a day when a 
man prefers a day at home to another war savings certificate, money has not 
entirely lost its normal significance. And this means that a well-directed 
fiscal policy can still play a very useful part in encouraging production. Direct 
taxation at the present penal level quite clearly acts as a strong drag on the 
enterprise and enthusiasm of workers and managements alike. Income 
tax absorbs a large proportion of overtime earnings, and E.P.T. makes the 
taking of risks seem foolhardy if the interests of the shareholders are to be 
properly protected. One of the first essentials is that E.P.T. should be abolished 
outright and forthwith. The present Chancellor himself has admitted that as 
the base years recede this tax becomes less and less equitable as between 
different businesses, that it encourages extravagance and works against 
efficiency. He might have added that during the war E.P.T. has drained off 
from large sections of industry the liquid funds needed to finance reconversion. 
It therefore intensifies the pressure on the capital market, to which access is 
strictly regulated. In the absence of E.P.T. industry would be able to finance 
itself to a far greater extent. Secondly, the Treasury should press on with all 
possible speed Sir John Anderson’s scheme for more generous depreciation 
allowances to encourage re-equipment and the scrapping of obsolete plant. 

It is fallacious to suppose that in order to attain full efficiency British 
industry should be supplied with capital equipment on the same lavish scale 
as American industry. What suits American industry, working largely for an 
enormous home market by mass-production methods, is not necessarily suitable 
for Britain, working largely for export on batch production. The flexibility 
required for efficient batch production is inconsistent with all-out mechaniza- 
tion. To quote one example, producers here cannot in the nature of the case 
take advantage of special-purpose machine tools to the same extent as American 
industry, but must tend to rely more on general-purpose tools. In an economy 
such as ours, too, there must always be a justified reluctance to invest in 
specialized plant that might have to be scrapped after a very short life. 
Nevertheless, it is generally agreed that British industry tends to be excessively 
conservative in this respect, and to retain equipment which it would be sound 
economics to replace by more up-to-date and efficient plant. In the past our 
fiscal methods have tended to accentuate this excessive caution. It is im- 
perative that in future the Treasury should give every possible encouragement 
to re-equipment. The Inland Revenue must realize that a machine must not 
only pay for itself—and that possibly long before it is physically worn out— 
but at times of rapid obsolescence may also have to pay for a predecessor itself 
scrapped after a comparatively short working life. 

These, then, are in my view the basic difficulties which impede rapid 
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progress towards normal peacetime production and the steps which the 
Treasury might most usefully take to assist industry. It is true that both my 
proposals would involve an immediate loss of revenue. But in the long run 
the Treasury would amply be repaid by the increase in the taxable capacity of 
the country, which for the rest of us means an increase in our national income 
and a rise in the standard of living. 


Failure in Manpower Budgeting 
By Walter Hill 


RITAIN’S future as one of the world’s industrial power-houses will 
Becrena on the solidity of the foundations laid during the period of 

reconversion. This comprises not only the task of military and industrial 
demobilization, but also that of adapting the British economy to the changes 
in home and foreign political, economic and technical conditions. The three 
main conditions of successful reconversion and adaptation are speed, priorities 
and efficiency. Speed is essential if there is to be an early improvement in 
living standards and if Britain is to remain in the forefront of industrial 
nations. Priorities are necessary because Britain’s resources are inadequate 
to meet at short notice all the claims made upon them. Efficiency is essential 
if the national income is to expand and if Britain’s products are to be success- 
fully marketed abroad. The three conditions, in fact, are closely inter- 
related. 

Speed in reconversion has two aspects. First, it involves rapidity in milit- 
ary and industrial demobilization, in making available labour for the expansion 
of peacetime manufacture and services. Secondly, it involves rapidity in the 
absorption of the personnel set free by demobilization. Speed in demobilization 
can best be achieved by fixing targets of future defence requirements and by 
releasing surplus military and industrial personnel as quickly as possible. 
Such targets have now been fixed for the end of this year in the statement 
relating to defence published as a White Paper (Cmd. 6743) last February. 
The table below shows the size of the defence establishment in June 1939, 
1943 and 1945, and at the end of last year, together with the targets for the 
end of 1946. 


$1zE OF DEFENCE ESTABLISHMENT 


Armed Forces Industry Total 
June 1939 aia si 477,000 1,270,000 1,747,000 
June 1943 ‘a ‘a 4,754,000 5,180,000 9,934,000 
June 1945 aa Sa 5,092,000 3,900,000 8,992,000 
December, 1045 Me 3,859,000 1,790,000 5,649,000 
June, 1946 a ba 2,000,000 —- -— 
December, 1946 - I, 200,000 500,000 1,700,000 


Initially, that is, during the last six months of 1945, the rate of demobilization 
was somewhat slow, both in the armed forces and industry. At the end of 
December, 1945, the total establishment was still more than three times 
the size of the pre-war one. It appears that the reduction of industrial 
personnel during the latter part of 1945 did not correspond to the rate at 
which military contracts were curtailed. It may be that a number of 
industrialists are recording as employed on munition contracts personnel now 
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engaged on civilian work for the Government; conceivably, also, some 
concerns have been holding on to their workers pending the expansion of 
civilian orders. It is essential that workers should be set free for other work as 
quickly as possible. 

The targets for the end of 1946 have presumably been fixed in relation to 
defence requirements. By coincidence, the total figure, at 1,700,000, is almost 
identical with that for mid-1939. 3y comparison with mid-1939, the industrial 
personnel is to be substantially reduced. This is as it should be, for there 
must be a heavy accumulation of munitions and the period immediately 
preceding the war was one of active rearmament and not a normal year. 
The military personnel envisaged at the end of 1946, by contrast, is more 
than twice that of mid-1939. Its maintenance at the projected level would 
give rise to special problems. Even if a volunteer force of 500,000 could be 
recruited, there would have to be some 700,000 conscripts. And since the yield 
of one age group is barely 250,000, this would mean a period of conscription 
exceeding two years. This may be more than the public will stand for in times 
of peace. 

[he targets themselves can hardly be challenged by the layman. But 
he can ask why it should take a whole year to reach them, when labour is 
badly needed in civilian occupations. Assuming an even rate of demobilization 
throughout the year, the average strength of the defence personnel would be 
about 3,700,000, equiv valent to more than twice that of mid-1939. Even if the 
rate of demobilization is to be higher during the first half of this year, the 
working population engaged in paid civ ilian occupations would be smaller 
than before the war. 

The rate of release of defence personnel is one thing; the rate of re- 
absorption is another and hardly less important aspect of reconversion. 
frue, the demand for labour is such that there is no difficulty in finding jobs. 
But here the problem is not merely one of labour ; it is one of raw materials 
and of technical adjustment in industry. In some industries, whose goods are 
of a type that are produced in peace as well as in war, there is no technical 
p-ob lem. Coal, building materials and, to a large extent, textiles, steel, 
engineering, chemicals and shipbuilding are obvious examples. But many 
of these industries are faced with a serious shortage of labour and cannot 
readily expand their output. Other industries that, like the motor industry, 
have been producing goods of an entirely different type during the war are 
faced with technical problems rather than with labour problems. Hence 
the output of private motor cars last January numbered only 6,319 units ; 
but in August, 1945, output was as low as 566 units. The number of industries 
that had been turned over to war production is substantial, and some time will 
be required before they can resume their peacetime activities on a large scale. 

If the process of re-expansion of civilian production is to attain the requisite 
speed, individual industries should be given all possible facilities to carry out 
technical reconversion and adjustments and to secure the necessary labour. 
This, of course, is the intention of the Government. But it may be asked 
whether performance is not lagging behind good intentions. Again, industrial- 
ists should be encouraged to go ahead with their plans ; to discourage them 
by deprecating the profit motive is to disregard the national interest. 

Even if the demobilization of surplus defe “nce personnel and its absorption 
in civilian activities is pursued with drive and speed, the manpower and physical 
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resources available will be inadequate to meet all the claims likely to be made 
upon them. These claims may be classified under three main headings. 
First, there is the insistent claim for an increase in the standard of living ; 
secondly, there is the urgent task of the expansion of exports as a means of 
paying for necessary imports of food and materials ; thirdly, there is the need 
for the re-equipment of British industry and transport. During the debate on 
economic policy in the House of Commons at the end of last February the 
Prime Minister, Mr. Attlee, stated that the total working population of Great 
Britain will be only 250,000 larger by the end of this year than it was before 
the war. This means that it will total some 20,000,000, against 19,750,000 
at mid-1939. If allowance is made for the defence personnel, the working force 
of the country will be 18,300,000, against 18,000,000 before the war. Actually, 
the prospect should be more favourable, for the volume of unemployment is 
likely to be smaller. At mid-1939 the number of unemployed was 1,270,000. 
By the end of this year the combined total of registered unemployed and of 
demobilized members of the armed forces on holid: ay may be some 500,000, 
though in 1947 the total is likely to fall below that figure. The number of 
persons actually employed on paid civilian jobs at the end of this year may thus 
be 17,800,000, against 16,730,000 at mid-1939, and 14,280,000 at the end of 
I 945. At the end of 1945 the working force engaged on paid civilian jobs 

vas thus 2,550,000 smaller than at mid- 1939; at the end of 1946 it will be 
i\bout 1,070,000 larger. 

While there is undoubtedly considerable scope for expansion in the output 
of civilian goods and services, especially when the technical adjustments 
necessary in certain important industries are completed, there will be nothing 
like enough labour to go round to restore and improve pre-war living standards, 
to push exports up to the desired level and to carry out a large programme 
of industrial and transport re-equipment, at any rate, not in the immediate 
future. The problem is that of the quart and the pint pot ; the only rational 
solution is one designed to establish a balance between the three major claims 
upon the country’s resources. A speedy restoration and improvement in living 
standards (including the expanded social services and housing) would absorb 
personnel far in excess of that employed before the war ; a large working force 
will be required to increase exports by 75 per cent. above the pre-war level 
(by the end of 1946 this is to be 400, Bag above the pre-war level) ; finally, 

number at least equal to that required to produce the additional exports 
is needed for reasonably rapid progress in the re-equipment of industry. 

The inadequacy of resources in relation to claims upon them will involve 
some fundamental decisions in economic policy. In the absence of such 
decisions, the Government can hardly claim to have an economic policy. If 
too haaiae a proportion of manpower is devoted to the improvement of living 
standards, the export trades will have to go short and industrial re-equipment 
will be delayed. If the export trades are to have an adequate labour force, 
and if the restoration and improvement of Britain’s capital equipment are 
not to be delayed, then consumers will have to be content with a somewhat 
slower rate of increase in living standards. 

if Britain is to remain in the forefront of industrial nations, there can be 
no doubt what the choice should be. Some improvement in living standards 
is urgent ; the supply of clothing and articles in everyday use, as well as of 


housing, should be increased as quickly as possible. Similarly, exports should 
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be pushed up rapidly to the point at which they, and the remaining income 
from investments and services, will pay for necessary imports of food and 
materials. But the emphasis should be heavily on re-equipment as soon as the 
most pressing needs of consumers have been met. If employment after the 
end of 1946 exceeds the pre-war level by 1,000,000, this addition might well be 
earmarked for the desired expansion in exports (likely to absorb an additional 
400,000) and for the re-equipment of industry and transport. And if such a 
policy is to be carried out successfully, there will have to be a manpower budget. 

The argument has been stated in terms of manpower resources. It can be 
stated equally well in financial terms. Whatever form of illustration is 
employed, the conclusion invariably points to the need for speed and balance 
in reconversion. But speed and balance are not enough. Another lesson 
driven home by even the most cursory survey of the present state of the British 
economy is the need for an improvement in productivity per head of the 
employed population ; that is, for an increase in the average output of goods 
and services. Once the defence personnel has been reduced to a more per- 
manent level, an increase in productivity will be the only source of a rise in the 
national income and in average living standards. 

Reports from industry suggest that productivity is now lower—in some 
cases substantially lower—than before the war. Hitherto, definite statistics 
have been available only for the coal-mining industry, where the fall in output 
per man shift since 1939 and the heavy rate of absenteeism have long been 
known. Evidence suggesting that the fall in productivity is widespread has 
come as a shock to many observers. There are, of course, many good reasons 
for the decline in output per head. Demobilized members of the armed forces 
require a little time to become proficient at old and new jobs; many people 
are tired after the strain of six years of war and continuous application and 
in need of a rest ; food has been deficient, if not in calories, certainly in variety ; 
the shortage of consumer goods and high taxation have tended to reduce the 
incentive to work, and soon. Whatever the reasons for the fall in productivity, 
the result is deplorable. The reduction, by comparison with 1939, in the 
average working force engaged on civilian jobs this year will be magnified by the 
fall in its productivity ; in the absence of an improvement in 1947, the 
reduction in output per head since 1939 may well be larger than the total output 
of the additional 1,000,000 workers. To combine a campaign for a 40-hour week 
with expectations of rising living standards in these conditions would be 
callously to mislead the public. 

The first task, therefore, is to restore productivity to the pre-war level. 
The next is to raise it above that level ; this means better tools and organiza- 
tion or, in other words, a large-scale re-equipment of British industry. It is not 
enough to state this need, either in manpower or financial terms. The time 
has come for the formulation of detailed plans, industry by industry, and for 
their co-ordination. Some industries, such as the steel trade, have already 
formulated their technical plans for re-equipment ; for others, working parties 
have been appointed to draft schemes. The next and vital step is to translate 
the plans into practice. This is not merely a matter of earmarking a proportion 
of the nation’s manpower or of its income. The requisite manpower and finance 
will actually have to be made available, and in a free society this will involve 
an efficient system of incentives for workers, employers and for large and small 
investors. The appropriate methods and machinery have still to be devised. 





th 
th 


ir 
hi 


W 


a 
b 


t] 


b 





13 






































pee Reconversion in Iron and Steel 
a By F. W. Forge 


ll be 
onal N the limited sense of the term “‘ reconversion,”’ namely, the task of adjusting 
cha plant and machinery from wartime purposes to the demands of peace, 
get. the iron and steel industry, as usually defined, has, perhaps, fewer problems 
n be than most. This is partly because at each end of the range of products which 
n is the industry produces the plant is so highly specific that only very moderate 
ance adjustments are possible. Partly it is because, over a very wide range of 
sson intermediate products, the works are already equipped to meet reasonably 
itish wide variations in the exact character of the goods demanded. For instance, 
the blast furnaces, coke ovens and converters can be used for nothing but the 
ods purpose for which they are designed, although minor variations in the product 
per- are procurable without much trouble. The same is true of wire-drawing plant 
the and of the final stages of modern mills for the continuous manufacture of such 
things as tin plate and rod. But in cases where the scale of demand for any 
ome one product does not warrant continuous methods, mills are equipped for a 
tics great variety of products, while there must be cases in which heavy machine 
‘put tools have been in use for a decade without duplicating a single product. 
een There is, of course, an intermediate field in which extensive retooling may be 
has necessary, but this is not large in terms either of quantities or of values, except 
ons for those firms which have been engaged upon high-precision work for the 
rces Forces. 
ople A special problem exists in the case of concerns with heavy plant specifically 
and adapted to the manufacture of armaments. Some of this can be used only for 
ty; that purpose, while the cost of production of alternative goods is non-com- 
the petitive in the case of a further considerable section of the equipment. Even if 
ity, compensation is paid for maintaining the plant in idleness, the space which it 
the occupies might very well be used more profitably in the national as well as the 
the individual interest. The exact line to be taken in these cases is a matter of 
the high policy, but a decision should be made as rapidly as is possible. 
a But it is doubtful whether a study of reconversion in this limited sense 
rs would be of any great value. It is certainly the fact that in the iron and steel 
. industry reconversion ought to be considered in the context of modernization 
wil and of changes in the supply of labour and materials and alteration in demand, 
i. both during the war and in the future. 
not Unfortunately, the question of modernization cannot be discussed until 
m the plans of the industry, believed to have been submitted to the Government 
for | in December, have been made public. So far, only two major schemes have 
dy | been announced ; that for the erection of a complete new continuous strip mill 
ies | at Port Talbot, with complementary cold reduction plants, and the integration 
ate of the Dorman Long works, including the installation of a universal beam mill. 
on The first of these has been geared to a scheme for the painless elimination of a 
ce great deal of out-of-date tin-plate plant which can be used, under normal 


conditions, for no other purpose, while the latter is designed in part to replace 
existing Dorman Long capacity. If the claims made for it are justified, it 
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will, however, put out of the business of making joists a number of other mills 
which can probably be used for other purposes. 

In the sense that both these new projects involve the erection of highly 
integrated plants, they are, in all probability, typical of other plans for the 
industry, in which a movement towards American mass-production methods 
is de sirable in those sections where, and to the extent that, longruns are therule. 
It is very possible, however, that the proportion of very heavy plant will 
normally be less than that involved in these two instances, and that may mean 
that a higher proportion of the equipment required can be supplied by this 
country. It would, however, be a mistake, even from the point of view of 
exchange requirements over the next five years or so, to delay reconversion 
substantially merely to avoid importation, provided that better or equally 
good equipment can be obtained overseas, which means in practice from the 
U.S.A. It is a singular fact that there appears to have been little or no 
acquisition of German plant as reparations. 

In the absence of a knowledge of the Government’s intentions both as to 
nationalization and as to the granting of permits for exchange, labour and 
materials to carry out the plans for modernization, it is impossible to assess 
the probable rate of re-equipment. In many cases, where little or no actual 
change in plant is necessary to meet the demands of peacetime industry, 
substantial renewal and replacement is required owing to the very large 
arrears accumulated during the war. Evidently, a firm which proposes 
wholesale modernization will do no more in the state of uncertainty which 
must at present prevail than the minimum necessary to keep plant in pro- 
duction until such time as it can be scrapped. Until the Government has 
accepted or rejected the plans of the industry, it is improbable that full efficiency 
even on the basis of present practice can be restored. 

The adjustment problems of the industry are, however, by no means 
limited to changes in plant and equipment. There are the equally complex 
adjustments arising from fluctuation in supplies. Excluding the year of the 
general strike, 1926, this country’s production of pig iron and ferro-alloys 
fell to a minimum of 34 million odd tons in 1932. The minimum for steel 
output was some 5,200,000 tons in the preceding year. From that point both 
rose, pig iron to a maximum of 8,493,000 tons in 1937 and steel to 13,221,000 
tons in 1939. In the latter year, pig produced was just under 8 million tons, 
while imports of iron ore were 5,240,000 tons. For the five years 1940-44 the 
average production of pig iron was some 7,450,000 tons and imports of ore 
only 2,723,000 tons. The difference was made good by the intensive develop- 
ment of low-grade domestic ore. At a moderate estimate, the change in the ore 
called for the conversion to coke of an additional half ton of coal for every ton 
of pig iron produced. 

Over the same five years production of steel averaged 12,680,500 tons, 
with a peak of 13,031,200 tons in 1943. Despite a fall in imports of steel scrap 
after the collapse of France, the use of this material increased in each of the 
four years 1940-43, from 103.6 per cent. of the pig iron employed to 124.3 per 
cent. There was a slight decline in the ensuing year and no later figures are 
available. It is not necessary here to go into the question of the arrangements 
for equating the costs of those concerns which use large quantities of pig with 
those who find the extensive use of scrap more convenient. There are those 
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who argue that the holding down of the price of scrap under this scheme 
reduces supplies and so raises total costs ; but those responsible for the scheme 
are convinced that higher scrap prices would not produce more scrap. Given 
the existing supply of pig iron, the present position is that battlefield scrap is 
coming forward as fast as it can be employed and that there will be large 
quantities of German scrap available when the present source is exhausted. 
It is hardly necessary to say that requirements of steel considerably exceeded 
output and that imports rose substantially during the war years, but fell back 
to far below pre-war levels last year. 


As to the labour position in the iron and steel industry, the number of men 
employed seems to have been above, and at the peak 30 per cent. above, the 
mid-1939 level. Further, the total labour force was swollen by the absorption 
of well over one million women. By the end of last year the bulk of these 
women had gone and the new call-up was taking more men than had so far 
actually returned to the industry from the Forces. None the less, at that date 
there was an increase of the order of 2 per cent. in the total labour force. It is 
probable, however, that the labour force as a whole was then rather less 
efficient than 5} years earlier, while it is currently stated that output is from 
10 to 35 per cent. below capacity, owing to a complex of psychological causes 
which it is outside the scope of this article to investigate. It is extremely 
difficult to assess what has happened to the labour force in the past two and a 
half months. More women and young men have gone and experience differs 
from town to town, and from one type of work to another within the industry, 
as to how far returning workers are taking up their old jobs. There has for 
months been a shortage of men in the foundries and here the trouble appears 
to be objection to conditions, but to conditions which it is not easy to overcome. 
The other acute shortage at present is in the sheet and plate mills, mainly the 
old type tin-plate mills of South Wales. In existing circumstances, and until 
the new continuous strip mill comes into operation, these old type mills can 
produce competitively. Workers know, however, that the life of these old 
mills is limited and it is also the fact that the work is arduous. 


Apart from these cases and certain other isolated instances, probably due 
to the switch over from women to men, the labour supply seems reasonably 
adequate at present. The really grave threat to output comes rather from the 
growing shortage of coal. This was relieved at one time by the resumption 
of imports of rich ore from Sweden and somewhat earlier from French North 
Africa. Imports from both these quarters are proving difficult, in the former 
case because we have no coal to give Sweden in exchange for ore, nor any 
readily available exchange which would enable her to buy coal elsewhere ; 
in the latter case because of shortage of shipping. The Government continues 
to cover the exceptional cost of freights from this area, and it is hoped that, 
with the easing of the relief position, rather more cargo space will be available. 
The question of coal for Sweden may prove more recalcitrant and there is a 
possibility of ore shortage, which will continue to aggravate the coal problem. 
The question also arises how far steel works and blast furnaces will continue 
to enjoy under coal nationalization even that degree of priority which they 
enjoyed under the zoning schemes of the war years in the matter of supplies 
of coking coal. 
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Upon the question of the supply of coal, ore and labour will depend the 
total make of both pig iron and steel and, therefore, to a large extent, of the 
innumerable finished products containing steel. Only a few of the latter 
come within the purview of this survey. "The February figure of steel output 
comes within measurable distance of a yearly rate of 13 million tons, and it is 
estimated that, under really favourable conditions, a opr million could be 
added to that with existing equipment. The plans of the British Iron and 
Steel Federation are understood to aim at a minimum of 15 million tons in the 
fairly near future, leaving the question of further substantial expansion to be 
considered in the light of events. 

A question, possibly more important than the actual make of steel, is 
the use to which it is to be put. Domestic requirements of heavy products of 
relatively simple type will be heavy for a long time, and that is also largely 
the case with foreign demand during the present period of replacement. In 
the longer term it is probable that the proper policy is to concentrate more 
and more on highly specialized products containing a large element of skill 
and research. Meanwhile, it is an advantage that overseas countries are in 
need of relatively simple products. 

The distribution of the total steel output between various types of pro- 
duction became progressively less like the pre-war pattern as the war progressed. 
But this departure from normal appears to have reached its height in 1943. 
By and large, there was an appreciable return towards pre-war proportions 
in 1944, and even more so last year, and the movement continues. This is only 
intended as the very widest generalization and is made only to point the fact 
that this industry, owing to the early change, has been able to make a very 
welcome contribution both to the output for normal peacetime purposes and to 
exports. Thus in 1938 the monthly average tonnage of exports of “ iron and 
steel and manufactures thereof ’’ was just under 160,000 tons, while in 1943 
the figure dropped to little more than 11,000 tons. The average for last year 
was 54,800 tons and the figures for last December, January and February were 
106,900 tons, 174,600 tors and 186,000 tons respectively. Granted that all 
these figures benefited from the dock strike of November, the result is still 
impressive. In particular, new steel rails were exported to a total of 22,200 
tons in January, against a 1938 average of under 8,000 tons, while in February 
heavy sheets amounted to 30,239 tons against 10,913 tons. 


It is, of course, quite impossible to build any estimates of long-term exports 
on the figures of the first few months of peace, nor is it easy to say how far the 
devastation of Europe, and the growth of new heavy industries in such areas 
as India and Brazil, will affect the experts of British iron and steel products, 
within the limited definition adopted. Some leaders of the industry expect little 
ill-effect and some are prepared to see a fall in exports of crude products and 
an expansion of more highly specialized goods, made in part from imported 
“semis.” In 1938 a very heavy proportion of exports went to the Empire, 
only Denmark, Holland, Iran and Argentina took as much as 50,000 tons in 
1938, and the total for Europe, including Russia but excluding countries 
not separately listed, was some 275,000 tons. For the time being exceptional 
demands from elsewhere will more than offset any reduction in the ability of 
this area to pay for desired imports. If the shortages of men and materials 
are overcome, there should be no lack of markets for steel products. 
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nd the IMPORTS OF IRON ORE 
of the (Millions of tons) 
latter 1937 1940 1941 1942 1943 1944 1945 
Jutput Sweden and Norway os wa as 2.3 0.6 = os — — 0.6 
id it is France os - e ick ae 0.4 0.5 — —_— — —_— _ 
_— és “ « Se 0.7 0.3 0.2 0.3 0.2 0.2 
uld be French North Africa ais Ks wis 2.2 1.5 — _ 0.3 0.6 1.2 
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The Motor Industry’s Problems 
By E. D. O’Brien 


HE British motor car industry, or, to use the ugly-sounding but con- 
"TT venient American name, “ automotive’”’ industry (for the commercial 

vehicle section is so often the bread-and-butter of automobile engineering), 
is going through a period of some difficulty. So far, happily for our future 
export prospects, it has not encountered anything like the major labour 
disputes which have afflicted its opposite number in the United States. Never- 
theless, the problems have been as grave as the immediate potential prospects 
are bright. 

To take the prospects first. There is a huge world deficiency of mechanically- 
propelled wheeled vehicles. Almost complete cessation of production for 
civilian purposes over a large part of the globe, combined with destruction and 
depreciation of existing stocks, have accounted for this. British motor car 
manufacturers could fill their books with orders from abroad many times over. 
Two major groups, the Nuffield Organization and the Rootes Group, both 
reckon that they have in the neighbourhood of {42,000,000 of orders which 
could be fulfilled if supply were to keep pace with demands. So great is the 
demand at home that the absurd position exists whereby a 1939 or 1940 model 
secondhand car in good condition still has a value in excess of a new model 
even when purchase tax is added—the explanation, of course, being that the 
secondhand model can be delivered immediately, while the new model may 
take anything up to nine or ten months for delivery. . 

Also on the credit side must be put the fact that the industry, which during 
the war, in addition to a prodigious output of wheeled vehicles, turned its 
hand to anything from aircraft production to tanks, bombs and torpedoes, 
has gaine d greatly in engineering inge nuity and in that understanding of 
American flow production methods in which in the past it lagged behind. 
Indeed, it is both a tribute to, and an illustration of the versatility of, the 
industry that it was able to carry out so successfully the many and diverse 
tasks imposed upon it by the Government during the war. Moreover, it 
is doubtful whether any other industry possessed the flexibility to carry out 
those tasks so easily, nor did any other industry contribute more to the common 
victory. 

Looking at the overseas picture, the prospects for the industry for the 
next eighteen months are uniquely good—always providing that production 
can in any way keep pace with the demands upon it. The chief pre-war com- 
petitors of the British automobile industry in the overseas field have either 
been eliminated or are not yet in a position to supply their home demands. 
The American home market, in spite of the fact that American industry 
continued to produce civilian cars until as late as the end of 1942 or the 
beginning of 1943, has, it is reckoned, a 10,000,000 car deficiency. In spite 
of America’s pre-eminence in many overseas markets before the war, the 
United States exported only some 5 per cent. of the total production of 
American automotive products, and in some cases these cars and trucks for 
export came at the end of the home production line when domestic sales 





I , 


(oP OT 





ho 


pr 
ire 
pa 
S10 
ru 


It 
de 
to 
shi 
Go 
cal 
its 
th 
of 
Re 
en 
32 


eq 
at 

an: 
of 

rur 
leg 
un{ 
ma 
rev 
cel 


old 
tax 
ena 
des 
wa: 
in | 
the 
far 
con 
of 
car 





on- 
cial 
ng), 
‘ure 
our 
ver- 
2cts 


lly- 
for 
and 
car 
yer. 
oth 
‘ich 
the 
del 
del 
thi 
1aV 


ing 
its 
eS, 
ol 
nd. 
the 





THE MOTOR INDUSTRY’S PROBLEMS 19 








managers had sold their full quotas. Although the Americans are fully alive 
to the necessity of keeping the pumps of the overseas market primed, never- 
theless it seems unlikely that they will be able to fulfil any large volume of 
overseas orders. 

In the same way, German and Italian competition has been knocked out 
by the war. The challenge to British firms of the low-priced, low or medium 
horse-powered Opel and Fiat products, for example, was before the war 
extremely strong. Although the Fiat works are reported to be once more in 
production, there is little likelihood of their being able to meet more than a 
fraction of the demand of the Italian home market, while German firms, 

painfully restarted and operating under licence from Allied Control Commis- 
om will only produce enough to keep German official communications 
running—at any rate for some years to come. 

The British automotive industry has, therefore, an unique opportunity. 
It is as unique as it is fleeting. Shall we be able to take advantage of it? This 
depends on many imponderables. The industry has never been better equipped 
to meet overseas competition. Many of the larger firms have taken over the 
shadow aircraft or aero-engine factories which they built and operated for the 
Government immediately before or during the war. The potential production 
capacity of the industry is roughly double that of pre-war. Inside the industry 
itself, the tendency to coalesce into larger groups has continued and inside 
these groups rationalization and the urge ntly needed restriction of the number 
of chassis and engine types is proceeding steadily. The companies of the 
Rootes Group, for example, fifteen years ago produced 54 vehicle types, 12 
engine types and 42 body styles. Today, this number has been reduced to 
32 vehicle types, 3 engine types and 4 body styles. 

But rationalization within the industry is only one step towards the re- 
equipment of the British automobile industry for stable and e xpé anded markets 
at home and overseas. To be successful the industry must receive satisfactory 
answers to four questions: taxation, roads, material and labour. The problem . 
of taxation has been so much discussed that the motor car manufacturers ar 
running the danger of turning the matter, in the eyes of the public, from a 
legitimate grievance into a perennial bore. Moreover, the manufacture rs, 
unfortunately neglecting Lord Melborne’s advice to his Cabinet, * ‘It does not 
matter what we say so long as we all say the same thing,’ have sometimes 
revealed sufficient disagreement among themsélves to allow successive Chan- 
cellors of the Exchequer a convenient ‘loophole for escape. 

Nevertheless, one advance has been made. Twenty-five years late, the 
old ridiculous system of R.A.C. h.p. rating has been removed, in favour of 
taxation on the cubic capacity of the cylinder. The Government has thus 
enabled the industry to compete on level terms of engine design with the 
designers of other nations. That is to say, the old long stroke engine, which 
was an engineering freak designed to “ beat the tax,’’ can now be forgotten 
in favour of the squat design used with such success by the Americans. Never- 
theless, this reform, which was a matter of belated commonsense, does not go 
far enough. The present rate of taxation is far too high if this country is to 
compete in the overseas automobile market. Indeed, one unexpected result 
of the new method of computing tax is that, for instance, one popular 27 h.p. 
car, which is eminently suitable for competition with the Americans in overseas 
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markets and which now has to pay a tax of £33, under the new rating will 
find this increased to £41 a year. 

The British motor car industry has not yet succeeded in finding sufficient 
words of one syllable to impress the Government with the validity of its case. 
This, reduced to its simplest syllogistic form, is as follows: Perhaps the prin- 
cipal reason for the disparity in costs between British and American manu- 
facturers—more important even than the disparity in the cost of steel—is the 

fact that American production runs are so much longer. This in its turn is 
due to the size of the American home market. Long production runs mean the 
spread of overheads and a consequent over-all .lowering of costs. As long as 
taxation remains so high in this country, the general public will not be able 
to buy in sufficient numbers to bring down production costs. Therefore, 
British cars cannot hope to compete with the Americans in overseas markets. 

The Chancellor argues that he must have the same amount of taxation 
from the industry, and to this the motor manufacturers reply that he can get 
this perfectly simply if, for example, double the number of cars at half the 
rate of tax are on the road. One reason for the Chancellor’s reluctance to lower 
the rate of taxation seems to be a kind of hangover from an earlier period 
when the motor car was a rich man’s plaything. There is a strong streak of 
puritanism at the Treasury, and the tradition seems to persist that the motor 
car should be put in the same slightly illicit category as champagne, the 
drinking of it out of actresses’ slippers, and Edwardian high life generally. 
[t is not easy to persuade a Chancellor of the Exchequer that the motor car 
has come to stay, and that, so far from being a rich man’s toy, it is now an 
essential and popular means of modern transport capable of speeding up 
communications for all classes of the population. 

The Chancellors of the Exchequer have this to be said for them, however. 
[t is of little use this country trying to build up a large home market for its 

cars without adequate roads to carry the additional traffic. Though British 
second-class roads are probably the best in the world, this country is sadly 
lacking in any kind of accommodation for long-distance high-speed traffic, 
especially by comparison with the United States or with Germany before 
the war. 

[It would scarcely help for British motor car manufacturers to pump out 

a large additional number of low-price d cars for the home market if, to quote 
one of them, the only result is that “ they get in a traffic jam on emerging 
from the garage or the front gate.’’ It has been estimated that up to £1,000 
million would be necessary to give this country a modern and up-to-date 
system of motorways capable of | carrying the output of a new car every 2-3 
minutes, which seems to be the average target of each of the major manu- 
facturing companies. In the Government’s schemes for reconversion and 
rehabilitation, however, the question of roads, with all the labour and raw 
material involved, must take a very low priority by comparison with, say, 
house or factory building. 

In the matter of materials, the industry is experiencing great difficulties 
during the reconversion period. On an average, three hundred component 
manufacturers contribute to the making of a popular British car. In all, 
however, probably a thousand firms have been directly or indirectly affected 
by the time a motor car leaves the factory for the distributor. During the 
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earliest days of reconversion the industry was greatly handicapped by a 
shortage of body pressings, largely due to the “ go slow ”’ strike at the Pressed 
Steel works. This’delay, which lasted nearly three months, threw a large part 
of the industry out of gear. But this was only the beginning. If any one of the 
component manufacturers experienced difficulties in getting raw material or 
labour, the result was reflected in the assembly lines of the car manufacturers. 
Thus, one firm in November was held up for one week for number plates, 
another week for ignition switches, for a third for rear lights, and for a fourth 
for door handles. Although these particular shortages only make themselves 
felt towards the end of the assembly lines, the accumulative disorganizing 
effect on deliveries was far greater than the sum total of the individual holdups. 
These component shortages, though the position has greatly improved since 
the turn of the year, continue. Shortage of body panels always threatens, 
textiles (the average car requires from four to five yards of carpeting) are 
another headache, springs for seats are currently another, while the leather 
position is expected to become difficult about June. Present-day car produc- 
tion, even under the best possible conditions, would inevitably be something 
of a gigantic jigsaw puzzle. 

Labour troubles, however, are afflicting, or threaten to afflict, different 
sections of the industry. The Coventry firms in particular have had their 
share. Coventry has always been the home of high wages in the engineering 
industry, but also of militancy. The reluctance of the shop stewards to accept 
the inevitable and necessary decline from the high peak of wartime earnings 
was at the basis of the Humber strike which at one period threatened to 
involve the whole of Coventry. The weakening of the authority of the main 
unions affected, the Amalgamated Engineering Union and the Transport and 
General Workers, seems happily to have been temporarily arrested by the very 
severe setback experienced by the militant shop stewards and the Communist 
organisers in their attempt to call out all the engineering workers in Coventry 
in sympathy with the Humber strikers. Nevertheless, labour troubles are 
likely to continue for some time. 

The militants and/or Communists have evidently been studying carefully 
the technique of their opposite numbers in the United States. There, the 
militants have adopted the policy of concentrating on one firm at a time. 
While fighting out a grievance with the firm in question, they concert with 
shop stewards in other rival firms to increase production as much as possible. 
The object of this is to endeavour to threaten the management into giving 
way by the spectacle of orders going elsewhere, and deliveries at a time of 
great demand being effected by their rivals. It is interesting in this connection 
to note that the Cossor shop stewards urged the workers of the rival Philco 
radio firm to step up production as much as possible—ostensibly to “‘ maintain 
the export drive” but actually in an endeavour to bring the Cossor company 
to heel. 

More serious perhaps from a long-term point of view is the production 
per man hour which, by comparison with pre-war. days, when in any case 
production per man hour in British automobile factories was much less than 
in the United States, is giving concern to executives. This is, of course, 
due to a number of causes: P.A.Y.E., complacent expectations of that 
Brave New World without hard work so long promised to the workers by 
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propaganda, and the normal unsettlement at the end of the war. The 
absence of the will to work and of joy in the job seems to be due to some 
deep emotional malaise which only time and circumstances can cure. Exactly 
the same thing has been experienced in the American motor car industry, 
where one observer reports: ‘Apparently the emotional influence behind 
the reluctance of workers to stay on the job now that the. war has ended is so 
deep rooted that it must in some way be dispelled before there can be a hope 
of a satisfactory attendance again. The situation is so serious and so hopeless 
that executives are in a quandary as to what course to pursue. And the 
consensus of opinion seems to be that the contagion must run its course even 
if all manufacturing establishments must close down to halt the vicious cycle 
of thinking.”’ British industry, of course, is not suffering to the same degree 
as the American from this malaise. But at the same time, it exists and may 
well throw the Government’s plans for export out of schedule. 

Nevertheless, it would be wrong to paint the position in the British motor 
car industry in a gloomy light. It possesses new equipment, fine new factories 
and, in spite of a certain shortage of draughtsmen, has lost none of its old skill 
and has, on the contrary, learnt much from its experiences in wartime. Owing 
to the great improvement of roads throughout the world, the old objection 
to the British light car no longer applies with the same force, while there is an 
undoubted market in petrol- or currency-starved countries for the small high- 
efficiency engine. Moreover, there exists abroad, as at home, at this moment 
a great demand for vehicles of any description. 

The British motor car industry, at a time when the United States is pre- 
occupied with satisfying its home market, has a unique opportunity to get 
its foot in the door of the export market. No industry has to look so far ahead 
in design. There can be few industries where tooling up for a new product is 
so expensive. The intentions of the Government must therefore be announced 
far ahead. But there is no reason to suppose that, given reasonable harmony 
between management and labour and a sensible attitude on the part of the 
Government, the industry should not take that opportunity presented to it. 
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Engineering and Reconversion 
By F. H. Happold 


PART from the motor car section, engineering has not figured at all 
A\ prominently in public discussions on reconstruction. Pre-occupation 

with manpower for the problem industries, such as coal, cotton, building 
and constructional materials, has tended to overshadow what is probably 
more important. For engineering is the key both to increased productivity 
and to the attainment of Britain’s high export target. 

Added to the slow rate of investment in new plant and machinery in the 
‘thirties is the backlog of maintenance and replacement over the war years. 
This deferred maintenance alone would call for a higher output from the 
engineering industry than in the immediate pre-war years. Superimposed is 
the need to achieve a higher output per head in almost every industry. The 
main instrument can only be up-to-date machine1y and more horse-power 
per worker. 

To achieve the overall export target of 150-175 per cent. of the 1938 volume, 
too, the main effort must be made ‘by the expanding, “‘ dynamic ”’ industries 
with a high per capita output, which embrace most of the leading branches of 
engineering. In 1938, coal, cotton, iron and steel accounted for nearly one- 
third of total exports. In these and certain other categories there is clearly 
little hope of achieving a 50 per cent. increase on 1938 volume. This means 
that exports of other categories will have to be more than doubled. This 
fact was frankly re cognized by Mr. Wilmot, Minister of Supply, in a recent 
speech to the Engineering Industries Association. Moreov er, such a develop- 


ment accords with the long-term trend : 
ENGINEERING PRODUCTS AND ToTAL EXPporRTS 


I 2 3 4 5 
Exports : Machinery, Electrical 

Total Exports Index Goods and Vechicles Index Col. 3 as °% 

(£’000) (£'000) of col. 1 
IO13 525,245 100 64,791 100 12.3 
[g2 720,490 120 79,999 151 13.6 
1930 ae 579,755 105 105,606 164 15.4 
1935 425,334 81 73,379 121 18.4 
1930 oi 140,605 84 83, $51 129 18.6 
1937 eo 521,391 99 102,203 159 19.6 
1938 470,755 89 115,925 179 24-6 


From the available data it is very difficult to determine either the precise 
tasks that will fall upon the engineering group of industries or how far they 
are equipped to tackle them. During the war there was a very large expansion 
of manpower and capacity to cope with the armament drive. Many new 
factories were built, even more retooled and brought more up-to-date for 
general or specific types of production, and a vast new army of skilled machinists 
was trained. Since the end of the war there has been a sharp contraction of 
many sections of the industry and some evidence of drift—allowing reconver- 
sion to take its own course. Even mote serious, the trend towards a markedly 
higher level of nape that was attained in many sections over the war 
years appears since to have been reversed. Admittedly, this rapid rise in 
output per head was achieved on the basis of large-scale Government orders. 
It was accentuated by the transformation of the aircraft industry from small- 
scale hand methods to large-scale mass output. Even so, the wartime achieve- 
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ment was impressive. In March, 1944, Mr. Lyttelton stated that, during the 
second half of 1943, on the average output per head in the aircraft industry 
showed an increase of 2 per cent. per month, whereas before the war 1} per 
cent. per annum was regarded as a reasonable measure of industrial progress. 
Between the end of 1942 and late 1944, output for the three supply 
Ministries rose by around 25 per cent. without any increase in the labour 
force engaged. 

Some indication of how this progress was achieved is given in a memorandum 
presented to the Minister of Production by the Institution of Production 
Engineering in 1942. Recommendations “ for increasing production without 
increasing facilities ’’ included more extensive shift-working, the simplification 
of design, standardization of parts and the concentration of production to 
economize scarce high-grade administrative ability and permit careful pro- 
gramming. Some of the examples of savings under the heading of simplifica- 
tion show remarkable results, including cuts in costs ranging up to as 
much as 95 per cent. 


Although the pre-war pattern is not a very reliable guide to post-war 
needs and possibilities, the following figures (of the Census years) give some 
indication of the relative size and importance of different kinds of machinery 
and of their contribution to exports : 


Exports as % 
Type of Machinery Gross Output Exports of Output 
£’000 £000 Per cent. 
Agricultural “a 1930 a an 2,808 1,645 59 
1935 io es 2,930 1,047 36 
1938 a ee — 1,288 — 
Prime Movers .. 1930 ~ a 6,544 4,131 63 
1935 aia ar 6,503 3,605 55 
1938 re es —_ 4,152 _ 
Cranes .. a 1930 ay sn 5,329 2,309 43 
1935 a we 4,916 1,191 24 
1938 ae oi — 1,597 —— 
Electrical Ks 1930 ie ois 24,797 6,346 26 
1935 a ee 31,602 4,072 13 
1938 e. ous _—- 7,893 a 
Textile .. “ 1930 - an * 9,313 8,628 93 
1935 7 as 8,821 6,914 78 
1938 i <a — 8,427 — 
Locomotives 1930 és ia 5,756 4,983 86 
1935 “ - 3,977 1,544 
1938 9 ei — 2,833 
Motor and Cycle 1930 ea aa 122,906 10,120 
1935 a oe 151,026 16,365 
1938 at ka — 19,633 
Total machinery 1930 ae _ 184,317 49,779 
1935 a ae 200, 313 39,352 
1938 - “A —_ 57,907 
Annual Rate 


Sept.—Oct. 1945 ee ee _ 10,900 — 
Nov.—Dec. 1945 o ee _— 45,500 — 
jJan.—Feb. 1946 - os —_ 77,700 — 

By all accounts, with the switch to peace-time products, there has been a 
widespread drop in productivity even to below the level ruling in the 1930's. 
This is partly due to war weariness and the end of war-time production 
‘“teamwork.”’ But an important factor is undoubtedly the reversion to pre- 
war methods. Then the output per worker in Britain compared very un- 
favourably with that in America. According to L. Rostas (Economic Journal, 
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April, 1943) the differences for the metal working trades were as follows : 


U.K. U.S. 
1935 1937 
Machinery dca a ote Pie ii os 100 280 
Iron and steel products (wire, cutlery, stoves, tools) 100 400 
Motor cars... ee i - ea ia 100 419 
Radio sets sia ua sa é .* oa 100 482 


Because of the apparent failure of British engineering fully to adapt the 
production lessons of the war, it is difficult to avoid the conclusion that the 
manpower likely to be found in engineering by the end of this year will be 
far smaller than national priorities require unless vigorous measures are taken 
to raise output per head. 

No fully comprehensive definition of the engineering group of industries 
is possible because of overlapping with metal manufacture, electro-chemical, 
building construction, and so on. But the classifications in the following 
table embrace the main sections (apart from shipbuilding) and give a fair 
picture of the overall movement : 

NUMBER OF INSURED WORKERS IN EMPLOYMENT ('ooo) 
Mid-1923 (Men 16—64 ; women 14—59) 
(aged 16 Mid-1937 Mid-1939 Mid-1943 Mid-1945 Dec. 1945 

Industry and over) (16—64) fotal Women Total Women Total Women Total Women 
General engineering. . 526 586 705 67 1,460 531 1,140 362 917 223 
Electrical .- 57 112 134 28 193 79 176 7° 54 
Marioe ” is 51 49 52 I 89 13 80 10 7 
Constructional ,, .. 20 37 49 2 49 8 42 6 ‘ 4 
Motors and aircraft .. 173 337 473 45 1,122 410 876 279 143 


Railway and other 
carriage and wagon 73 61 66 3 59 10 61 9 8 








ToTaL .. 900 1,182 1,479 146 2,972 1,051 2,375 736 439 





Between the wars the number of workers in general engineering scarcely 
changed ; marine and carriage building stagnated, while electrical engineering, 
motors and, to a lesser extent, constructional engineering went ahead rapidly. 
At the peak, in 1943, manpower in the whole industry was nearly treble the 
1937 total, half the increase being attributable to the intake of women, now 
rapidly leaving the industry. . 

The figures for neither general engineering nor motors and aircraft fully 
reflect the increased manpower engaged in armaments, since many workers 
employed on aircraft, guns, ammunition and tanks were otherwise classified. 
Consequently, the actual drop in the engineering manpower from the wartime 
peak, or from mid-1945, is somewhat greater than the figures in the table 
imply. Without a further breakdown of the figures it is difficult to say what 
precisely is happening. 

The trend in the fairly sharply defined electrical engineering section, 
however, is revealing. Because of the postponement of heavy plant installa- 
tions during the war and the concentration on lighter goods for war purposes 
it was to be expected that the main labour increment should be female. But 
throughout the period since mid-1943 there has been a steady and parallel 
decline in both the male and female labour forces. Despite the enormous 
demands on this section for heavy equipment, for both home and export, the 
number of men engaged is below the 1939 level. This may be partly due to 
the slowness of demobilization ; but it is the sort of fact that is disturbing 
those who realize the vital réle that such branches of the engineering industry 
will have to play in successful reconstruction. The home programme for 
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electrical development (generation and distribution) is roughly double the 
pre-war rate. There is the backlog of replacements and many new demands 
for both industrial and domestic equipment further stimulated by the housing 
programme. In addition, electrical engineering is obviously among those 
sections that must more than double their 1938 v olume of exports if the overall 
target is to be reached ; and it is in this field that the most promising export 
opportunities lie. 

There is similar anxiety over other sections. Yet only scraps of statistical 
information, and little indication of any clear policy, are available. For 
example, the pre-war annual output of mining machinery of all kinds, about 
£3 millions, is compared with the {150 million, five- year development plan 
(with a heavy emphasis on mechanization) envisaged in the Coal Mines Bill. 
The pre-war output of agricultural machinery, also around £3 millions, is 
placed against the National Farmers’ Union estimate of £20 millions for the 
post-war annual demand for farm machinery from British farmers alone. It 
was recently revealed that manufacturing capacity for coalmining machinery 
was about 150 per cent. of 1939. The capacity of the agricultural machinery 
industry is unknown. 

The housing programme is likely to impose big new demands on the 
engineering industry and the raw materials it uses. Not only are traditional 
metal components and appliances going to be required in vastly increased 
quantities, but increased pre- fabrication——and especially the complete factory- 
made house—brings house building much more into the engineering field. 
Technical advances and the threatened shortage of traditional building 
materials may speed the process. 

Nor have the problems of the machine tool industry been squarely faced 
by the authorities. This industry, which makes machines to make machines, 
stands in relation to engineering as engineering does to the rest of industry. 
It is the main contributor to technical efficiency. In an outspoken and infor- 
mative report sent to the Government last autumn, the Machine Tool Trades’ 
Association declared that at the outbreak of war both private and Government 
factories were equipped with machine tools of an average age of well over 
20 years. British output of machine tools rose from about {14 millions in 
1938 (of which about one-third was exported) to a peak of £46 millions in 
1943, one quarter of which was sub-contracted outside the industry proper. 

The report estimates —probably conservatively—that £23 millions a year, 
at present prices, is a minimum below which it would be dangerous to allow 
output and capacity to sink, having regard to higher technical standards in 
machine-using industries and considerations of national security. Yet last 
year output only just reached that figure and the labour force of .37,500 
(against 21,000 in 1935 and 68,000 at the peak) was proving inadequate. 
Among the various an stions made for sustaining the industry—which, 
refreshingly, do not include fiscal protection—is that ‘consideration should be 
given to legislative means of encouraging industry to acquire up-to-date 
machine tools. It would be a great advance if other sections of the engineering 
industry were able to present an equally clear picture. Indeed, the call for 
an authoritative outline of engineering’s réle in reconversion is coming from 
both sides of the industry. 

Although Britain can hardly hope to overtake the United States in mass 
production (of passenger cars, for example), we have at present a technical 
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ENGINEERING AND RECONVERSION 


advantage in some other fields, including “ electronics ’’ and even aircraft, 
as well as in some of the older, heavier sections. Priorities would aim at 
taking full advantage of the higher net return to be expected from different 
kinds of engineering products, and of engineering products in general as opposed 
to other lines where there is a relatively low output per head and where the 
less technically advanced countries can easily compete. 

It is suggested that the degree of concentration in engineering facilitates 
planning. In the Structure of British Industry, Leak and Maizels showed that 
in 1935 there were only 511 business units with over 500 workers each in the 
trades classified as engineering, shipbuilding and vehicles, employing between 
them 67 per cent. of the total labour force. In mechanical engineering, 44 
per cent. of the workers were employed in units of over 1,000 workers ; and 
in electrical engineering 70 per cent. 

Meanwhile, engineering manpower is running down rapidly. In the second 
half of 1945 over 500,000 left the sections listed in the foregoing table. Many 
engineering workers are among the additional 1,290,coo scheduled, in 1946, 
to be diverted from the production of equipment and supplies for the Forces, 
reducing the number so engaged to 500,000. Judging by present trends, 
probably a further half million will leave the industry this year. The intake 
of juveniles and ex-service men is not expected to be more than half this 
figure. Hence the prospective labour force at December next, is unlikely to 
be greater than 1,650,000, compared with 1,500,000 in 1939 and almost 
3,000,000 at the peak of the war effort. 


Cotton Hamstrung by Labour Shortage 
By W. Gwyn Pilkington 


N the years before the war, the Lancashire cotton industry was adversely 

affected by Japanese and other competition, and by the raising of tariffs to 

protect domestic industries or to provide revenue in many former important 
markets. Even so, cotton contrived to maintain a greater value of export 
trade than any other British industry, though in 1938 the value of exports 
of machinery exceeded that of cotton yarns and manufactures. In the post- 
war export drive the cotton industry will again be expected to take a leading 
place, and its reconversion from war to peace conditions is a matter of the 
greatest importance to the national economy. 

Reconversion for cotton means something much different from reconversion 
for many other industries, which, after expanding during the war to produce 
munitions and other war material, have to reduce their labour forces, retool 

their factories, scrap and replace their jigs, and change their products and 
perhaps even their raw materials before they can consider themselves to be 
on a peace footing again. The cotton industry’ s immediate need is labour 
and still more labour, for it can probably expect easily to dispose at home and 
abroad of all the goods which it can produce during the next two or three 
years—a period over which it can spread the technical and organizational 
changes which it will need for the time when the disparity between supply 
and demand in cotton goods is more normal, and when price is again a powerful 
influence on the course of trade. 
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The war-time range of output in the cotton industry differed in no essential 
particular from the peace-time one, though the total included abnormally high 
proportions of certain coarse goods (ducks, canvas, webbing, tyre-fabrics, 
etc.) and a few finer ones (chiefly aeronautical and anti-gas fabrics) and abnor- 
mally low proportions of certain household styles and also of some complicated 
fancier styles, such as jacquard fabrics. Mills which departed from their 
normal production for war-time purposes will require only minor mechanical 
adjustments, if any, to switch back, and will achieve higher efficiency and 
greater output when they revert to the class of goods for which they wer 
planned and to which they are most fully accustomed. If, that is, they can 
obtain sufficient labour to secure the benefits of continuous 100 per cent. 
operation. 


Lancashire was becoming conscious of a shortage of mill labour, especially 
of new entrants, before the war, the position becoming very clearly apparent 
from the beginning of 1939 onwards, when the rearmament programme brought 
a recovery from the sharp setback of the previous year. Long periods of 
unemployment and under-employment, with serious reductions of wage- 
rates, from 192I onwards, gained the industry a bad name as a source of 
work and earnings, while the operations of the Spindles Board in immobilizing 
and disposing of redundant spinning capacity from 1935 onwards also assisted 
the drift away from the mills. 


TRENDS IN THE COTTON INDUSTRY 


Production : 1912 1924 1935 1938 1945 
Cotton yarn (million pounds) ‘ es “se 1,983 1,395 1,228 1,050 657 
Cotton piece goods (million sq. yards) ne ns 8,050 6,026 3,386 2,700 1,540 

Exports : 

Cotton yarn (million pounds) es “ es 244 163 142 123 
Cotton piece goods (million sq. yds.) na “% 6,913 4,444 1,948 1,386 

Plant installed : 

Spindles (million mule equivalents). . ia ea , 63.3 48.2 42.1 
Looms (thousands) .. aa 8 792 530 485 

Workers employed (including finishing): 

Number (thousands) oa 7II 614 448 365 


* Approximate number ac tually running. + Approximate average actually working 


The dispersal of labour during the war was accelerated by the concen- 
tration of the industry which took place in 1941, when upwards of 40 per cent. 
of the productive capacity in each of the sections was closed down. Decon- 
centration of the spinning section began early last year, and by now about 

120 out of the 180 closed spinning mills have been reopened ; but, pending a 
marked increase in yarn production, only about 40 or 50 weaving sheds—say 
10 per cent. of the total number closed—have restarted, and the return of 
workers and the consequent recovery in output are proceeding only slowly. 
Manufacturing and finishing works, but not spinning mills, will be de-scheduled 
under the Essential Work Orders as from May 15, and this may, on balance, 
prove to be an advantage. 

The expansion of the industry’s labour force is being stimulated in every 
possible way, partly by persuasion, from outside, and partly by attraction 
from inside by such means as increased facilities for ‘‘ training within industry ' 
at the mills, improved amenities, and, not least, by advances in wages. The 
following figures from Ministry of Labour wage-censuses tell their own story : 
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WEEKLY EARNINGS IN THE COTTON INDUSTRY 


Youths 
Men and Boys Women Girls All 

Cotton : s. d. = . << e. @. s <. 

Last pay-week of October, 1938 .. 50 10 3m 5 19 10 35 

Week ended July 20, 1940... ay 74 6 ; 44 1 29 5 51 

Week ended July 21, 1945 .. a 107 I : 64 I 43 2 74 
{li Industries : 

Week ended July 21, 1945 . a at 4 6 63 2 | 96 

No overtime was being worked in cotton spinning and weaving mills in July, 1945. 

Since July, 1945, all classes of spinning and weaving trade operatives have had wage increases, 
in some instances amounting to Ios. per week or more. 


Clearly, however, if the industry is to regain its pre-war output and its 
pre-war contribution to export trade, it must not only attract labour but it 
must also use it with the utmost economy. The Report of the Platt Mission 
to the United States, issued in October 1944, indicated how production per 
man-hour could be increased by greater mechanization of the mills, by re- 
assignment of jobs to workers, by wage systems which give an incentive to 
improve on the average output, by the specilization of individual units on a 
very narrow range of products, by standardization of qualities over the greater 
part of the industry, by a distributive organization which facilitates the 
placing of regular bulk orders, and by shift working to obtain the full advantage 
of expensive machinery. The Report of the Evershed Commission on the 
Spinning Industry in November last year, made valuable suggestions about 

incentive’ wage systems (as the Clegg Committee of the Cotton Spinners’ 
and Manufacturers’ Association had done in December 1944 for the weaving 
section) and reassignment of work, while the projected Yarn Spinners’ Asso- 
ciation would try to ensure that selling prices for yarn provided full com- 
pensation for capital expenditure incurred with the object of increasing and 
improving output. 





OPERATIVES ACTUALLY WORKING 
(In thousands) 
Spinning and 
Doubling Weaving Finishing 
176.0 187. ” 
117.8 ros. ? 
#3 ee os a ‘ 104 .¢ 98. 
ist quarter os - oe oe 95-5 a4. 
2nd quarter... ‘a a me 96. 95. 
3rd quarter ‘ie ‘a ss os 90.8 96 
4th quarter a sia - IOL. 97. 
January oe oe or ai 100, : 93. 
* Not available. 
AVERAGE WEEKLY PRODUCTION 
(In millions) 
Single Doubled Cotton Other 
Yarn Yarn Cloth Cloth 
Ib. lb sq. yd sq. yd. 
23.70 * 70.0 me) 
41.3 
33-8 
30-5 
30.4 
-O1 20.’ 
-20 30. 
83 27 
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ist quarter o- oe 11.67 

2nd quarter wi me 11.50 

3rd quarter os 6% 10.65 

4th quarter gi - 12.05 

1946 January se on 11.50 
* Not available. 


in none of these directions, however, has any marked progress been made 
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as yet. There are, of course, individual instances where technical improvements 
are being undertaken. Better lighting and spacing of machinery, the replace- 
ment of steam-power by individual electric drive ; the substitution of ring 
spindles for mules, the introduction of high-drafting in spinning, the instal- 
lation of automatic looms in weaving; and the adoption of labour-saving 
machinery in finishing. Dust-extracting and air-conditioning equipment is 
being more widely used, moreover, mainly with an eye to the operatives’ 
comfort. But re-equipment is retarded by the high prices and slow deliveries 
of machinery, by the lack of funds at the disposal of many of the firms, and 
by the reluctance of many proprietors and managers of individual mills to 
commit themselves to any change in the absence of indications what recom- 
mendations Sir George Schuster’s Working Party will make and what action 
the Government may take on them. 

The industry has, besides its shortage of labour, a surplus of productive 
capacity, especially in the manufacturing and finishing sections, while it is 
widely regarded as having a me rchanting section greatly in excess of its 
probable needs. It is thought that the Working Party can hardly fail to 
recommend steps to deal with the redundancy in the various sections, and that 
it will—like several previous Government and other investigations—urge the 
reorganization of at least the spinning section into a small number of large 
amalgamations. It will be appreciated that if, instead of some hundreds of 
small spinning firms and four combines, there were, say, a dozen spinning 
combines, the problems of redundancy, shift-working, re-equipment, stan- 
dardization, price-management, and distribution, would become much simpler 
and more readily sslvalie. A stronger, stabler, and more efficient spinning 
section, too, could lead the whole of the industry, of which it holds the key 
position, in a progressive policy of production and distribution. 

Such a progressive policy will clearly be urgently required if the industry's 
costs, in wages, coal, machinery, accessories, etc., which have risen very 
sharply during the war, are not to handicap it in world trade when the present 
abnormal conditions have subsided. No means of reducing costs, and no 
opportunity of obtaining a price which covers costs with an unusually generous 
margin, will have to be neglected, and it is felt in many influential quarters 
that these conditions call for broad planning and prompt co-operative action 
so that markets can be regained and maintained when the production becomes 
available. 

After the beginning of lend-lease shipments put an end to the war-time 
export drive, shipments of cotton goods were restricted to “ essential overseas 
supplies ’’ to the Empire and allied or friendly countries, and the zoning of 
markets by the Combined Production and Resources Board excluded Lan- 
cashire from trade with many markets (Latin America, the Middle East, and 
Asia) in addition to those which were enemy-occupied. Since the end of the 
war, moreover, exports have comprised considerable quantities sent for relief 
in former occupied territories, for a stimulus to agricultural or other production 
(West Africa and Malaya) or for ‘“‘ the prevention of distress and disaffection ” 
(Burma), and so on, and probably 80 per cent. of the total exports of cotton 
cloth are still conducted under quantitative allocations for specific markets 
made to individual exporters who shipped to those markets in an arbitrarily 
selected basic period. For Period I of 1946, about 15,000,000 yards was 








to 











COTTON HAMSTRUNG BY LABOUR SHORTAGE 31 








believed to be available for “ open export ’’ to any country with which we 
have a payments agreement by any merchant who deals in non-wool fabrics, 
and this amount will no doubt be increased as production expands. Cotton 
yarn exports, however, are still rigidly controlled, though exports of fabrics 
wholly of rayon are all now under the “ open export ” system 

The export drive has not yet got under way in the cotton ‘industry. The 
domestic civilian market, though still rationed, absorbs about a quarter or 
more of the production of cloth, while requirements for Government depart- 
ments (including civilian outfits for demobilized service personnel) and essential 
home services, remain considerable. The recent course of exports is shown in 
the following table : 

Exports OF Cotton Goops 
(In millions) 


Rayon and 
Yarn Cotton Cloth Mixture Cloth 


lb. sq. yds. sq. yds. 
1938 Monthly average 10.2 114 5.2 
1939 9.5 114 6.2 
1940 5.0 79 7.1 
1941 2.4 64 7-5 
1942 1.6 39 9.7 
1943 1.6 30 6.3 
1944 aa Pe 35 7.6 
1945 Virst half: month ly average.. ° 1.4 38 8.4 
July I.3 30 9.60 
August .. By 39 7-9 
September 0.7 22 5-3 
October , 1.6 39 10.2 
November Fo? sia ioe 0.7 20 3.6 
December 1.5 $O 32 
1946 January i sd oe 1.4 48 9.0 
February 2.0 43 9.3 


If the quantity of goods available for export is small, the range of qualities 
is wide. Some qualitative restrictions on cloth ‘for export had to be introduced 
during the war, but all of them have now been removed, and, to the pre-war 
range are added some qualities which have been developed during the last 
five or six years. There has been much progress, for example, in developing 
proofing processes for protection against weather, insects, and other dangers 
to which textile goods may be exposed, while crease-resisting and pre-shrinking 
treatments have been improved and much more wide ly adopted. Many 
interesting results have been obtained in the use of rayon staple, both alone 
and in mixtures, and experience has been gained in the handling of nylon. 
The “ utility ”’ sche ‘me, though at present restricted to the home market, has 
great possibilities for export “trade, as there should be many overseas outlets 
for these serviceable but inexpensive standardized goods which can be cheaply 
and quickly made by continuous bulk production, especially, perhaps, if 
they were handled by some central organization, such as British Overseas 
Cottons, Ltd. 

Re ference must be made also to the Ventile fabrics, developed first by 
the British Cotton Industry Research Association, which, while thoroughly 
weatherproof, are also self-ventilating. Production was executed by a con- 
sortium of spinners, manufacturers, and finishers, and the whole output was 
reserved for service purposes while the war was in progress, but export trade 
isnow about to begin. These cloths should be in keen demand in many overseas 
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markets, and there also seem to be good prospects for very fine branded cloths 
for the “ fashion ”’ clothing trades, which are also being developed by vertical 
associations of firms. 

Export prospects, however, depend ultimately very largely on price, 
even though Japanese and some other pre-war competitors may not be in 
the field again for some years. The increases in wages and other costs (including 
that of equipment) must be offset by greater production per man and per 
machine, by greater specialization of production and standardization of yarn 
and cloth, by cheaper distribution, and by every economy which can be 
achieved in the utilization of management, operatives, machinery and materials. 
These will not readily come about under the existing organization of the 
industry and it is to be hoped that the Working Party, if its recommendations 
are to be adopted, will not hesitate to “ disturb the present to better the 
future.” 


Reconversion in the Rayon Industry 
By C. H. Ward-Jackson 


"Tien rayon has a leading part to play in building up Britain’s industrial 


future is being increasingly realized. The industry is little more than 

fifty years old. In the 1920’s the production of rayon (that is, of all 
yarns or fibres not of natural growth and capable of textile use) rose tenfold. 
{t quadrupled again in the 1930’s, reaching 181 million lbs. in 1939, of which 
59 million lbs was exported. 

Great improvements and vast new fields are being opened up by science 
and research, and co-operation between the different sections of the industry 
is healthier to-day than ever. Once wage levels and raw material prices 
become stabilized, the cost of rayons will start falling and, relative to other 
textiles, will get cheaper and cheaper. Indeed, the opinion is widely held 
that it is to rayon that Britain must look to place it once more in the van of 
textile progress. But if this mission is to be fulfilled, if this post-war expansion 
is to take place, rayon must not be hampered by legislative or political action 
that will tie it to the apran strings of the older fibres. It is now the young 
hope rather than the junior member of the textile family. 

The rayon industry embraces the producers of yarn and staple fibre ; the 
users of yarn and staple fibre (weavers, knitters, converters, spinners, etc.) ; and 
the ancillaries—dyers, printers, finishers and shrinkers. With the exception 
of the producers as such, the great majority of firms in the industry are also 
users and processors of the older fibres—cotton, wool, silk, flax, jute. The 
rayon industry is therefore not self-contained but is interlocked with all the 
other textiles ; and the factors impeding its rate of progress in reconverting 
from war to peace are, in the main, those that are impeding the progress rate 
of the textile industries generally. 

The users of rayon include the cotton industry of Lancashire, the woollen 
and worsted industries of Yorkshire and other areas, the Irish linen industry, 
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the silk industries of Cheshire, Staffordshire and elsewhere, the hosiery, warp 
knitting and circular knitting industries of the Midlands, the lace industries, 
the ribbon and smallware industries, and the furnishing fabric industry. 
During the war the use of rayon in the tyre industry has become of permanent 
importance, and it is extending in the manufacture of carpets and electrical 
insulation. 

In the war years, practically the entire output of the industry was directed 
to essential war needs, exports and “ utility” fabrics. The industry produced 
large quantities of nylon fabrics for parachutes (replacing silk), and special 
yarns for motor tyres. It manufactured parts of guns and aircraft in its 
engineering works, large quantities of substances for rockets and incendiary 
bombs ; and even provided plant and labour for bomb filling. 


Owing to ruthless concentration, the diversion of labour, and depletion 
in supplies of raw materials, the industry’s output was considerably curtailed, 
the production of yarn and staple declining by approximately one-third, to 
26 million Ibs. in 1942, from which there was a modest recovery to 136 million 
lbs. in 1944. Yet, throughout the war, development work was carried on. 
Rayon producers, users and ancillaries were organized into one coherent 
whole in the form of the British Rayon Federation. The foundations were 
laid of long-term scientific research programmes, including plans for a research 
institute for the joint use of all branches of the industry. Moreover, new 
fibres, as yet unknown to the consumer, were investigated and developed 
with a view to their post-war commercialization. While cellulose is still the 
main basic raw material of the industry, it is frequently said that the future 
of rayon is probably dependent upon some yet-to-be-discovered fibre. One 
well-known natural substance which is coming into use for the production of 
rayon fibres is protein matter from milk or ground nuts ; another is alginate 
-from seaweed ; while of recent years there has been considerable develop- 
ment in the production of fibres from purely synthetic materials, of which 
the best known is nylon. Although the production of the new fibres is as yet 
small compared with those derived from cellulose, work on their production 
and utilization is now being intensified. 

The principal factor impeding the rate of progress from war to peace 
requirements is the re-equipping of the industry with up-to-date machinery. 
For example, machinery difficulties account for the knitting section’s inability 
to switch quickly to nylon stocking production, as it lacks plant for the 
gumming of the yarn and machines for pre-boarding. During the war 
machinery of all kinds was ruthlessly over-worked. Parts that became worn 
out, but irreplaceable from normal supply sources, were ‘‘ robbed” from 
other machines. The concentration scheme put much machinery out of action 
which now has to be re-conditioned. 

The rayon producers’ own re-equipment difficulties are formidable, but at 
least the producers do not have to rely upon foreign supply sources. This 
country has always been in the forefront in the designing and production of 
machinery for making rayon yarn and staple. But the major rayon users 
are largely dependent upon foreign makers for their requirements. One 
reason for this is that during the 19th century the British silk industry was 
taxed almost out of existence by successive Governments who viewed it as a 
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‘‘ luxury ” trade, whereas the silk industry was encouraged in France, Germany, 
Italy, Switzerland and especially the United States. Silk requires the finest 
machinery, and naturally countries with vigorous silk industries developed 
suitable machinery for them. The British textile trades in the past have 
rested mainly on cotton and wool, which generally speaking are rather rough 
and heavy textiles compared with silk and rayon. Consequently, the finest 
classes of textile machinery have not been produced here. 

The Platt Report threw into sharp relief the relative mechanical efficiency 
of British and American weaving: 95 per cent. of the weaving industry in 
the U.S.A. has adopted automatic looms, as compared with 5 per cent. in 
Great Britain. To this may be added the fact that ten other countries are 
ahead of Britain in the percentage of automatic looms used, and that the 
British textile industries are a bad last in this modern mechanical development. 
Furthermore, most rayon yarn and staple fibre has to be spun, woven or knitted 
and otherwise manipulated on machinery designed to deal with the older 
fibres. But it is recognized that the time has arrived when machinery must be 
designed specifically for rayon. During the next few years many compazatively 
new rayon fibres will become incieasingly available ; they will requite 
specialized treatment. 

The British rayon industry as a whole needs almost complete re-equipment 
with new and largely automatic machinery ; and only the best will be good 
enough for rayon, which necessitates careful and scientific manipulation. It 
is now battling with this vast problem, and its ability to compete in the world 
markets will be determined very largely by the degree to which, and the speed 
with which, it overcomes its re-equipment difficulties. 

The second brake on reconversion progress is labour and staff shortage. 
Under the concentration scheme, some thousands of employees were diverted, 
and last year the needs of yarn and staple production alone were estimated 
by the Board of Trade at 10,000 workers, to bring the labour force up to 
pre-war strength. But the rate of return is still slow, and hardly a day goes 
by in any department without managers and foremen being held up by 
“bottleneck ’’ shortages in their endeavours to produce more goods. For 
example, the scarcity of draughtsmen for the rayon producers’ engineering 
departments delays the re-conditioning and designing of spinning machinery ; 
this, in turn, creates delay all along the line of production to the point where 
goods are ready for delivery in the form in which the consumer will purchase 
them. Again, the production “ bottleneck ”’ in cloth printing is due to excessive 
labour shortage—this section uses an unusually high proportion of skilled 
labour. 

The release of employees from war service is not the only factor in the 
situation. The recruitment of the right types of young labour, the training 
and education of all grades from mill-hand to potential director, the raising 
of the school-leaving age, the decline in the birthrate, the aversion of young 
people to factory work, the scarcity of scientists, chemists, physicists, tech- 
nologists due to war-time interruption of studies—all these and other factors 
mean that the very most will have to be made for years to come of the labour 
available, and the whole industry’s conditions, methods, training schemes, 
and wage standards readjusted to minimize the influence on efficiency of 
labour and staff shortage. 
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The question of labour supply and the proper remuneration of workers is, 
of course, inextricably bound up with the question of improved—especially 
automatic—machinery, two-shift work, and wage-lists. With a greater use 
of automatic looms and other modern machines, the shortage of workers in 
the textile industries would not appear nearly so formidable. Old fashioned 
wage-lists are totally inapplicable to such machinery, and the whole system 
of payment needs re-casting. Also, such machinery is very expensive and, in 
many cases, it is not economically possible to install it unless it can be run 
for two shifts, so as to halve the initial capital expenditure and all the overhead 
charges which correspond to that. 

The third factor impeding the progress rate from war to peace is the acute 
shortage of premises of all kinds. The urgent need to build new mills, factories, 
warehouses and other buildings, and to convert old ones, is very seriously 
delayed by lack of materials and labour. Under the concentration scheme, 
rayon yarn and staple production alone was denuded of over one million feet 
of factory space, and the building and conversion of approximately a dozen 
yarn and staple plants in various parts of the country are affected. They 
may not be able to make their contribution to world rayon needs for five to 
ten years or more. In the rayon using sections, too, many existing mills 
cannot be equipped with automatic looms (even if obtainable) as they are 
constructionally unsuitable, and entirely new buildings are required. 

The industry’s immediate rerequipment and re-manning problems are the 
outcomes of war and are faced up to fairly and squarely as inevitable. But 
the fourth brake on re-conversion from war to peace—indeed, on the whole 
development of this young and vigorous industry—is one that might be 
eliminated at a stroke of the pen by a far-sighted, fair-minded Government. 
In 1925 Mr. Churchill, when Chancellor of the Exchequer, levied Is. per Ib. 
Excise Duty on all rayon yarn produced in this country, and an Excise Duty 
of 6d. per Ib. on all rayon staple fibre (inaccurately described at the time as 
“artificial silk waste.) In 1934 the yarn duty was halved to 6d. and the 
staple fibre duty to 3d.; two years later the latter was abolished. These 
anamolous duties were introduced under a misconception as to the nature of 
rayon—it was, because it was born out of the silk industry, labelled a “ luxury ”’ 
trade and considered fair game for the revenue-raiser. So by taxation it was 
discouraged when every other civilized Government had done its best to 
foster it. 

All sections of the industry are at one in urging that the remaining 6d. 
per Ib. Excise duty on rayon yarn be withdrawn. The British Rayon Federa- 
tion last year made out what it considers an unanswerable case for abolition 
to the President of the Board of Trade and the Chancellor of the Exchequer. 
The Excise duty has long since ceased to be of any significance in raising 
revenue. It is an unjustifiable and discriminative impediment to the expan- 
sion of a great new industry, the 50-year record of which shows it to be the 
most vigorous and enterprising of all the textile industries in the country. 

That Government controls generally, and on rayon particularly, are a major 
factor in delaying the change-over need hardly be stated. That, in the day- 
to-day working of mills and in the bringing to fruition of plans for greater 
efficiency, they result in acute frustration is obvious to the merest learner at 
the loom and spinning machine. The concensus of opinion in the industry is 
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that control, though still essential, must be enlightened and gradually relaxed. 
A certain degree of relaxation has been afforded rayon during the past few 
months, both in the system of rationing rayon users and in the allotting of 
goods for export. Prices of yarn and staple are fixed and controlled through 
the producers ; prices of finished cloths are controlled as rigidly as ever through 
the Government “ utility ’’ scheme. All this may be very necessary to ensure 
smooth transition, to safeguard the consumer, and to minimise inflation, 
But in the absence of information as to Government intentions it also obscures 
the whole future and renders impossible the reasonable timing of development 
plans. 

The supply of raw materials cannot be said now to be a major drawback 
in changing over from war to peace. Cellulose, the principal material, is 
reasonably plentiful within existing mechanical and labour limitations on its 
conversion into textile goods. At the same time, there are serious “ bottle- 
necks "’ among the subordinate raw materials of the industry. For example, 
the shortage of sulphuric acid is due, largely, to its being required in such 
large quantities in the manufacture of synthetic fertilisers. 

Particularly are plans for the increasing of export trade held up by the 
»bscureness of Government intention regarding relaxation of controls, and 
by the smoke-screen that envelopes the fiscal and political future. Certainly, 
for three or more years to come the cloth-starved markets of the world will 
be able to absorb every pound of yarn and staple that can be produced, every 
yard of fabric. But the industry is planning now for getting its share of world 
trade after that phase has passed, and it cries out to get those plans under 
way. The United States rayon industry (founded 35 years ago by Courtaulds, 
the largest British producers) is energetically pressing forward in all markets ; 
and, although our pre-war competitors, Japan, Germany and Italy, are out 
of the running, it would be foolish to assume that their national economies 
(whoever directs them) will permit them to remain mere spectators. 

Most markets within the British Commonwealth, the South American 
states, the Middle Eastern markets and others are all bent on developing their 
own rayon weaving industries, and in most cases have made and are making 
rapid strides in their endeavours. The British industry therefore has plans 
under way not only for the development of exports of yarn, staple and fabrics, 
but also the setting up of rayon-producing factories in countries overseas. 

The export trade obviously depends very much upon cost of production. 
But if its machinery and labour needs are filled, the British industry should 
put up good competition even with a rising standard of living. Britain has 
a vast variety of textile experience. 

The industry’s development policy has been clearly laid down in reports 
sent to the Board of Trade. It is opposed to accepting restrictive legislation 
designed for older and less progressive industries. It claims the right to work 
out its own destiny, is confident of attaining the national ideal of a high and 
stable level of employment and of offering god wages and working conditions, 
with a fair and reasonable return to capital and enterprise. Above all the 
industry believes that the key to prosperity lies in efficiency of machinery, of 
labour and of management. It is on this belief that it is basing its reconversion 
action and its plans for the future. 
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Wool Industry Lacks Manpower 


From a Bradford Correspondent 


F the major industries in the country there are few, if any, whose powers 
Q):: reconversion and recovery have been so little impaired by the course 

of the war as have those of the wool textile industry. Indeed, if the 
ubiquitous problem of labour be excepted, there are no really insurmountable 
obstacles standing in the way of a rapid recovery not only i in the home trade, 
but also in exports. It is this lack of manpower which is calling the tune of 
practically every aspect of wool textile activity. For the rest, however, 
propitious factors abound. 

Thus, there are ample stocks of raw material readily available. There has 
been practically no loss of capacity as a result of enemy action, since the 
centres of production are fur tlie most part in the West Riding and received 
very little bombing. Concentration of mills has not been on a very large 
scale. No re-tooling is necessary, since the clothing of the Armed Forces is 
little more than a diversion of ordinary trade, and can be carried out on 
unmodified machinery. Finally, if the home market is eagerly poised ready 
to snap up any increase in production, the exports markets, the traditional 
outlets as well as others, are still keener to obtain all descriptions of wool 
textiles. Moreover, because of the unprecedented shortage of wool textiles 
in Europe, the Far East and the Middle East, the limited amount of export 
trade that can at present be allowed can be conducted at highly profitable 
levels. 

A more detailed analysis of the foregoing factors seems to merit attention. 
So far as wool supplies are concerned, it is noteworthy that not only are they 
plentiful—there is no stint of them so far as the operations of the Wool Control 
are concerned—but they are already owned by the British Government. 
They will be taken over this mid-summer by a Joint Organization composed 
of representatives of the British and Dominion Gover nments, and the very 
large stocks which have accumulated during the war and which are estimated 
to take some twelve years gradually to liquidate in the primary selling markets 
of the world conjointly with current production are to be released in accordance 
with a carefully prepared scheme which will give to the trade a stability it 
has not known except in the two great wars. Stability in price is one great 
advantage so far as raw material supplies are concerned. Another is that 
whatever the outcome of the proposed loan from America, the Government 
will not be embarrassed by the need to pay in dollars or any other currency 
for a large proportion of the raw stock from which wool textiles are made. 

The process of reconversion is one that can be accomplished in a matter 
of days—indeed almost overnight—for it involves little more than attention 
to such matters as design, dyeing and making particulars. But it is a gradual 
one for all that and it is likely to be some time yet before the industry can 
return to its pre-war footing. 

In 1945 some 25 per cent. of the total production of the industry as repre- 
sented by the output of looms was devoted to Service and Government 
requirements, and’ while this figure is expected to drop sharply during the 
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present year, it obviously cannot return to its pre-war level so long as this 
country maintains so large an army for occupational purposes. For some 
time to come industry will have to content itself with the fact that a large 
proportion of its curtailed production will have to go to the Government. 
Not only this, but a large part of the output will have to remain devoted to 
utility materials rather than the more profitable non-utility goods. Throughout 
last year, the monthly average output of non-utility was never more than 
between two and three million square yards, whereas that of utility materials 
has throughout the year shown a fairly consistent increase from around the 
nine million mark in the early months of the year to 14 million square yards 
in the latter months of the year. These are significant figures when it is 
remembered that the utility trade is closely regulated and allows no more 
than a modest margin of profit even for the most efficient firms. The same 
remarks, of course, apply to Government contracts, and also to the most 
pressing production problem of the moment—the clothing of demobilized men. 
The foregoing three sections of wool textile industry production accounted in 
1045 for all but some 14 per cent. of production, which is all that could be 
devoted to the export trade—a fact which is resented fiercely by the industry 
after the many exhortations of the Government on the question of the 
importance of exports. 

The explanation of this seemingly paradoxical situation is, of course, 
that a careful balance must be held between the export and home trades. 
The most important priority at the moment—and one which will continue 
for some little time yet—is the clothing of men and women returning from 
the armed forces. The unforeseen ending of the Japanese war and the speed-up 
of release put an unexpected strain on the resources of the industry and resulted 
in weekly turnover in suits for demobilized men being speeded up from some 
30,000 last summer to a peak of 97,000 in January. It is officially estimated 
that after March, these requirements will decrease by 20 per cent. and by a 
further 60 per cent. after June. To this extent the industry will be released 
irom a very onerous burden later in the year and will be free to turn to the 
lesser priorities. 

It is expected, however, that this released production will not be devoted 
solely to the much-vaunted export drive, but will go, in part, to utility in 
order to replenish home wardrobes. At the moment, it is estimated that the 
imount of wool material produced provides only about a third of the clothes 
bought pre-war. That figure should be increased later in the year, and it 
seems from Government pronouncements that until there is some relief in 
the supply of material for the home market, there can be no sudden expansion 
of our export trade. 

The controlling factor in all the hopes and expectations of the industry is 
labour. During the war, nearly 100,000 workpeople were withdrawn from 
the industry for service in the armed forces or for work of greater national 
importance, and this left some 130,000, among them the old and infirm. The 
reverse process of reabsorption is now taking place, but it is a gradual one, 
ind already it is clear that a good proportion of the labour that was displaced 
by the war has been permanently displaced. 

It is this slow return of men and women to the industry that is mainly 
responsible for the continuance of restricted exports. In41942, the Board of 
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Trade instituted the direction of exports, regulating them on the basis of each 
exporter’s trade during a basic period, and in accordance with the quantities 
which the Government deemed each market should have in the light of obliga- 
tion, policy and currency. The system remains substantially the same as 
when it was first introduced, except that more markets are now open to traders, 
the quantities have been increased, and a certain amount of freedom has been 
introduced by the provision of small allocations of material which can be sent 
to any country in the world with which there are payments arrangements. 

There is also the arrangements which allows exporters to send their alloca- 
tion to any one of a group of countries rather than to one particular market. 
Relaxation of direction and control is undoubtedly taking place, but at a 
rate which is much too slow to satisfy the majority of exporters, who cannot 
in the nature of the circumstances be fully cognisant of all the implications 
of control. 

It is this branch of the industry which is by far the most lucrative, and 
which is eagerly sought not only in this country, but also abroad by foreign 
customers. Probably as much as ten or twenty times the amount of material 
that is relased for export could be exported were permission given, and it could 
be sold at prices which are not subject to the same regulation as those ruling in 
the home market. The turning down of this trade is particularly galling to 
exporters, whose feelings of frustration and exasperation with Government 
control are not improved by the reiteration of the need for more export if the 
country is to recover its economic soundness. 

They have a three-fold motive in wishing to export. They realise that the 
future well-being of the industry depends very largely on how much export 
trade they can capture during the next year or two. Their sense of patriotism, 
which has been sharpened during the war years, is causing them to redouble 
their efforts to re-open overseas markets. Finally, they realize that now is the 
time when they can benefit themselves and their country by selling much- 
needed merchandise to countries in need of it, and at prices which bring a 
good return to the Treasury and to the exporter. 

Until the more pressing needs of demobilized suitings and the ordinary 
couponed trade have been met, however, it would be unwise to expect even a 
return to the pre-war levels of export, let alone the sought-after increase of 
75 percent. Whether the portals of export are flung wide open to the industry 
this year or next, however, there seems little doubt that for many years to 
come there will be unprecedented opportunities of selling British wool textiles 
abroad. Certain specific markets, the Dominions in particular, have had fairly 
good supplies from this country during the war, and because of this and their 
own resources they are not in such bad case as some countries. But Europe 
and the Far East, to a less extent the Middle East, are in desperate straits 
through the shortage of wool textiles. The replenishment of supplies in these 
countries is not a matter of months but of years. 

It has already been noted that export trade will bring a greater return 
than in the pre-war years. It should also be mentioned that in the home trade 
as well as in exports the general rise in prices since the start of the war will 
necessitate the employment of greater financial resources. The Economist 
index of wholesale commodity prices has increased from 100 in August 1939 
to 174 last February. Corresponding increases have occurred in wool and 
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wool goods. Thus, the raw material index has advanced to 163, tops to 1660, 
yarns to 201 and clothing to 166. 

There have been commensurate increases in the wage levels of the industry, 
textiles generally having advanced by some 75 per cent., compared with the 
level in October 1939. This is rather more than the advances that have taken 
place in other trades, but even so, average earnings are low compared with those 
of other industries—lower than in chemicals, explosives, paints and oils, metals, 
engineering and shipbuilding, clothing, food, drink and tobacco, building and 
contracting, transport and storage. It is in this direction, in association with 
other factors, such as general working conditions and related problems, that 
the solution to some of the present difficulties seems to lie. Men and women 
who have been rooted out of their narrow lives by the impelling forces of a 
war are not prepared lightly to return to an industry which offers less in 
salary, and in which working conditions are not sufficiently attractive. 

If the industry is to achieve the Government target to an export trade 
75 per cent. above that of pre-war it will not only have to bend all its efforts 
towards inducing men and women to return to the industry, but it will have 
to pay more attention to man-hours, better layout, more modern buildings, 
better organization, modern methods and research and good personnel 
management. In a word, it will have to take heed of the exhortations of the 
Government. If it does this, it may be able to offset in some degree the 
shortage which is bound to occur in manpower. 


Exit the Bearer Security 
By David Sachs 


HE attack on anonymity in financial transactions has been gathering 
"T strensth for a number of years. In its earlier stages, it was concentrated 

on the registration of shareholdings in the name of nominees which, while 
it had its undoubted uses, permitted unscrupulous financiers to conceal their 
stock market operations behind a cloak that the inquisitive eyes of the public 
could not pierce. This question of nominee holdings is one of the thorniest 
problems which the Cohen Committee, in considering the reform of the Com- 
panies Act, had to face, and the Committee’s recommendations should do a 
great deal to avoid abuses of the system. Since the war, however, the blitz on 
anonymity has been directed against the other chief form of nameless owner- 
ship of corporate property, viz., the bearer security. The attack here, if it has 
attracted fewer newspaper headlines, has been much more effective, and unless 
the financial community bestirs itself in time it will find that one of its most 
convenient and efficient instruments has been legislated out of existence before 
its very eyes. 

There has been fairly adequate discussion of the virtues and vices of nominee 
holdings, and these do not need to be canvassed again here. The question of 
bearer securities has, however, attracted far less attention, and it may therefore 
be worth while to consider the importance of the part they have played in the 
past and whether a good case can be made out for their elimination, their 
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retention, or their reform. 

Bearer securities have always enjoyed great popularity in this country, 
but it was on the Continent that they really flourished, particularly since the 
last war when the private capitalist, confronted with ever-rising tax demands, 
found them a very convenient way of shielding his assets from the prying eyes 
of the tax collector. They also had clear advantages compared with registered 
securities in the ease with which they could be transferred, registration under 
the Continental system being a much more formidable procedure than under 
our Companies Act. In this country, where the efficiency of the tax gatherer 
and the honesty of the taxpayer are on an altogether higher level, bearer 
securities have been popular, not as a fiscal evasion device, but because of their 
intrinsic merits—simplicity and cheapness of transfer. This is a virtue which it 
is only too easy to take for granted, and which the financial community should 
not give up without a murmur. 

Why, it may be asked, did bearer securities suddenly become viewed with 
grave suspicion ? The answer is, of course, the war, but as with some other 
measures that were introduced on the plea of war-time necessity, but which 
were unable to withstand closer scrutiny even on that ground, so with the anti- 
bearer legislation. Though possessing some superficial merit, it nevertheless 
bears all the marks of half-baked thinking. Whom did the authorities have in 
mind when they concocted their scheme ? The enemy and the non-resident of 
the Sterling Area. The anonymity and the very ease of tiansfer provided, so it 
was alleged, an all too simple method for an enemy to deal in stocks and shares, 
whether as buyer or seller, while the non-resident might, by smuggling a bearer 
security abroad, elude the ban on the transfer of his sterling assets. 

Characteristically, the ban began, not as one might logically have supposed, 
by the proscription of all bearer stocks and their compulsory conversion into 
registered, but simply as a veto on any new issues of securities in bearer form. 
This was a typical half-measure. Either bearer securities constituted a menace 
to the national interest or they did not. No one in his senses could maintain 
that they were a serious enough menace to justify the wholesale calling in of 
bearer securities, and this has not in fact been attempted except in the case of 
certain British Government securities. Where these have been issued in bearer 
form and existing coupon sheets have become exhausted, no new coupon sheets 
are issued, and holders are compelled on pain of not being able to receive future 
interest payments, to convert their bearer security into registered. 

For the rest, the authorities worked out the following compromise: “ they 
made the transfer or negotiation of bearer securities dependent on the comple- 
tion of formalities—-disclosure of holders’ names and addresses and when these 
were nominees, of the beneficiaries’ names and addresses—which were tanta- 
mount to conversion into registered stock except that, of course, no ad valorem 
stamp duty was payable and title still passed by delivery. The declaration of 
beneficial interest was first made to apply to all holders irrespective of residence, 
with the curious result that the Defence (Finance) Regulations achieved by 
simple Bank of England diktat what the most zealous company law reformers 
had so far failed to secure. This state of affairs was, however, soon modified 
so that beneficial interest has now only to be revealed in the case 
of a non-resident. 

This compromise is in all the circumstances a very reasonable one and has 
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worked well in practice. No one can object to disclosure when the national 
interest requires it, but if this arrangement, which preserves the qualities of 
the bearer security, is thought to be an adequate safeguard so far as existing 
bearer stocks are concerned, why in all conscience can it not be extended to 
embrace new bearer securities ? It might be pleaded in mitigation that in any 
event the amount of new issues having been so small, apart from Government 
Loans, the financial community has sacrificed little or nothing. The argument 
is specious and diverts attention from the main issue, which is whether a highly 
convenient and efficient method of transferring title to property should be given 
up in order to achieve a purpose which can equally well be achieved without the 
sacrifice of the advantages of a bearer security and without relaxing the safe- 
guards necessary to see that the public interest is preserved. This aspect of the 
problem deserves increasing attention since with the reopening of the capital 
market to ordinary commercial and industrial companies the ban on the issue 
of bearer securities begins to affect a wider community. 

An important element in that wider community is the non-resident. It 
has in recent years grown unfashionable to defend the interest of the “ foreign 
capitalist ” and, irony of ironies, even in London, which has produced most of 
the world’s “ foreign capitalists,” the non-resident investor has, since the 
introduction of the Defence (Finance) Regulations been viewed with grave 
suspicion and his path has been strewed with obstacles. Yet the activity of the 
non-resident investor did, in the past, contribute noticeably to the freedom of 
the London market, more especially in those stocks which were in bearer form. 
[f London is to recapture something of its old attraction as one of the freest and 
most active Stock Markets in the world it will not be done by the progressive 
elimination of the bearer security. 

This is an argument that has the more force in that continental countries 
have begun the wholesale conversion of their bearer securities. This is a 
Draconian measure which has no doubt been resorted to to ensure that no 
German who may have looted bearer securities in the occupied countries and 
endeavoured subsequently to dispose of them will be able to derive any benefit 
from his ill-gotten gains. Thus the French Government have called for the 
deposit and registration of a wide variety of bearer securities and imposed 
discriminatory taxation on dividends receivable on such stocks. The Belgian 
Government have taken the unparalleled step of announcing that all bearer 
securities issued in Belgium and not deposited within a specified period are to be 
forfeited to the Belgian State and that during the period of deposit no dealings 
in the securities will be permitted. 

While it is impossible not to sympathize with the motives inspiring such 
ruthless reforms, one may, nevertheless, venture to question whether the ends 
in view, on whose desirability everyone is agreed, could not be reached without 
such drastic measures. In any event, so far as London is concerned, it is to be 
hoped that not only will a halt be called to the conversion of certain British 
Government stocks into registered form, but also that freedom will be restored 
to those companies who are so minded to issue bearer securities, even though 
these may be hedged in with all manner of precautions such as may be thought 
necessary to ensure, for example, that the Cohen Committee’s ideas on nominee 
holdings shall not be frustrated by the use of bearer shares. 
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Chauvinism or Government ? 
| By the Editor 


“ Té is said that early in the last century the favourite toast at farmers’ ordinaries was, 
‘ Here's to a wet harvest and a bloody war’; the idea being, of course, that a war would 
prevent the importation of foreign wheat, and that a bad harvest would raise the price of 
English wheat move than in proportion to the fall in quantity. There could be no more 
terrible example of the principle I am trying to illustrate . . . It shows how men may grudge 
any benefit to the world, however great, if it deleteriously affects thety own economic position 
in any degree, however small,” 
—Wicksteed, ‘‘ The Commonsense of Political Economy.” 


T has been well said that the only lesson of history is that history teaches 
[nothing In the sixteenth century the trade of Britain was largely founded 

on wool, as it is today founded on coal, and the chief rival to the English cloth 
industry was that of the Netherlands. When Antwerp was invaded and 
plundered by the Spaniards, Sir Thomas Gresham persuaded the Queen to 
invite the ruined and persecuted Flemish weavers to come to London. “ There 
was a good deal of opposition from the privileged guild, but the Government 
did not allow its efforts to be checked. In the reign of Elizabeth there was 
continuous immigration of Flemish weavers, and little by little the finer cloth- 
weaving was introduced into England.”* And that, of course, formed the 
basis of an expansion in trade which greatly enriched the country. 

Many similar examples could be found in the more or less remote past, but 
in this year of grace such enlightened policies have almost ceased to be practical 
politics. There is no need to dilate on our desperate need for increased pro- 
duction. After six years of war our people are being starved of many of the 
essentials and most of the amenities of civilized life. To restore a tolerable 
standard of living, while at the same time making good the physical destruction 
and wastage of capital due to the war, calls for an enormous productive effort. 
[t is universally recognized that our domestic manpower will be strained to the 
uttermost in attempting to cope with these tasks. For a long time to come 
there will be a serious over-all shortage of manpower in this country, and 
already there is a grave shortage of labour in the coal mines, which menaces 
full employment and is already hampering production even at its present 
abysmally low levels. Yet no twentieth-century Thomas Gresham has come 
forward to persuade the Government to open our gates to the thousands of 
ruined and persecuted Allied nationals who would gladly come here to assist 
in raising output. Even if there were, it is doubtful whether our present 
Government would be either willing or able to overrule the opposition of the 
modern “ privileged guild,” the trade union. 

The facts of the coal situation are becoming painfully familiar to the 
general public and may be more sharply brought home in the near future 
if electricity has to be cut off, the grates are empty and more factories have 
to close down for lack of power. As compared with 1937, the labour force 
of the mining industry has declined only by 10 per cent., but output is down by 
26 per cent. To restore the 1937 level of output, given present levels of 
productivity and absenteeism, would require an increase in the labour force 
by 35 per cent. ; to achieve a weekly output of five million tons—by no means 


*London: The Unique City, by S. E. Rasmussen. 
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excessive in a state of full employment—would require an increase by 46 per 
cent. The only economic remedy which the present Government has proposed 
to meet this situation is an investment of {150 millions of new capital in the 
coal-mining industry. Whether even this would raise productivity per head 
to the required extent cannot be known, since Mr. Shinwell has put forward 
no estimate of the increase in efficiency to be expected from this outpouring 
of public money. But even if the necessary increase in output per head could 
thereby be achieved, this clearly could not be accomplished overnight—and 
it is now that the coal is needed. 

Moreover, even if the necessary expansion were achieved, it would only 
be at the cost of severe drafts on our limited exchange resources, our limited 
domestic savings and the limited output of our domestic capital goods 
industries—all things which are urgently needed for other purposes. The precise 
cost of such a policy cannot, unfortunately, be measured at the present time, 
because the price system is thrown out of gear by rationing, priorities and 
the pegging of money rates of interest at far below their natural level. In 
such a situation the cost of capital to the Exchequer provides no measure of the 
true cost of the capital so raised; in today’s conditions, no investment of 
capital is economic unless it yields an enormous profit on the market price of the 
capital. Even if successful in raising the productivity of labour in the coal- 
mining industry, therefore, Mr. Shinwell’s policy could achieve that result 
only at the cost of depressing the productivity of labour in other industries 
deprived of much-needed capital. One alternative to this costly mechanization, 
clearly, is to open our frontiers to many thousands of workers from overseas 
who need to be equipped only with a pick-axe and a Davy lamp. This common- 
sense course has, indeed, even been timidly suggested in one or two quarters. 
But it appears that, while the trade unions concerned might “ accept ”’ the use 
of a few German prisoners, they “ would not agree’ to the importation of 
Polish or other nationals who would form a permanent addition. to the labour 
force. And this at a time when in another basic industry, steel, many firms 
already “‘ are living from hand to mouth and are curtailing operations to adjust 
to coal supplies. In Lincolnshire and Scotland particularly, furnaces have 
been out of production for considerable periods through shortage of coal.” 

It would, of course, be futile to blame the mining unions for such opposition. 
The possibility of conflict between sectional interests and the general interest 
is well recognized in economic thought.* To quote Wicksteed : ‘“‘ The advance 
in well-being which we all desire and are all pursuing becomes an object of 
dread to each one of us in that particular department in which it is his business 
to promote it ... Every man who lives by supplying any want dreads 
anything which tends either to dry up that want or to supply it more easily or 
abundantly. It is to his interest that scarcity should reign in the very thing 
which it is his function to make abundant.” But there are surely some 
limits to the circumstances in which a sectional interest is justified in pursuing 
dog-in-the-manger scarcity economies in opposition to a clear-cut national 
interest. In this particular case there is no rational ground for believing that 
the admission of foreign miners would produce unemployment among existing 
miners or even be allowed to undermine existing wage standards, which have 
doubled during the war (a greater rise than in any other industry except 


*See The Economic Basis of Class Conflict, by Lionel Robbins, passim. 
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agriculture). It is true that even at the current wage level the present domestic 
population shows no inclination to move into the industry ; but that is an 
additional argument for permitting free immigration. A further rise in wages 
could be brought about only by action on the part of the State to bolster up 
the monopoly position of the existing mineworkers. 

It is, however, the State which must take the responsibility, for its unwilling- 
ness or impotence to place the national interest before a sectional interest. At 
the present time there is a sufficient reservoir of monetary demand to ensure a 
prolonged period of employment which can be prevented only by an insufficiency 
of coal. If the central Government is not strong enough to insist on free 
immigration into an occupation which the domestic population does not wish 
to enter, in which neither the employment nor the wage standards of the 
existing workers are threatened, and at a time when the country suffers both 
from a general labour shortage and the prospect of a declining population, 
then we have come to a pretty pass indeed. This is the negation of all 
government. 

But in the last analysis perhaps not even governments are to be held 
responsible, but the state of public opinion which tacitly supports restrictive 
policies of all kinds. As regards the shutting out of foreign workers, the 
ultimate explanation may well be a deep-rooted and largely unconscious 
xenophobia, which is a strange phenomenon indeed in a country of such 
diversified racial origins. But to a large extent the widespread restrictionist 
mentality arises from the experience of mass unemployment during the 
‘thirties and the fallacious explanations of unemployment which hold sway in 
the popular mind. The unwillingness to see anybody thrown out of a job, 
however temporarily and as the result of whatever technological advance, 
may be deplored ; but it can readily be understood, and springs from generous 
instincts. Less rational is the popular belief that unemployment is in some way 
a function of the size of population, can be cured by emigration (or the killing 
off of large numbers of people during a war) or intensified by immigration. 
This is, of course, the ‘‘ lump of work ”’ fallacy, the idea that there is only a 
fixed quantity of work to go round, which permeates working-class economics, 
including the councils of the T.U.C., and is responsible for so much inefficiency 
and organized ca’ canny. Such an idea, of course, does not stand up to the 
slightest attempt at rational justification. Among other things, it would 
imply that a community with a large or rising population must always suffer 
more intensely from unemployment than a small or declining one, a hypothesis 
which is in direct conflict with the obvious facts. In reality, of course, unem- 
ployment is the result of industrial maladjustments, arising out of the saving 
and spending habits of the population (existing or potential) and the propensity 
of business men to undertake or refrain from active investment. We cannot 
hope for clear thinking and sound policies on such matters as immigration 
unless the ordinary man can be brought to realize that this is the case, and that 
general unemployment has nothing to do with population. 


Midland Bank Executor & Trustee Co. 
The Midland Bank Executor and Trustee Co. announces the opening of a new branch 


at 39, Fishergate, Preston, under the management of Mr. J. B. Lowes. The number of 
branches of the Company is thus raised to twenty-one, of which two are in London. 
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The Administration of Exchange Control 


By a Correspondent 


control by the Washington Agreement, it is clear that some permanent 

machinery must be retained to supervise such matters as capital 
movements and the repatriation of export proceeds. If some control is to be 
a permanent feature of our economy, it becomes doubly important that the 
machinery of administration should be simplified to the utmost extent possible, 
if only to reduce what is at present a very great burden on the banks. 

The need for an immediate overhaul of the machinery of administration 
is emphasized by recent events and in particular by the new arrangements 
for travel outside the sterling area which came into force on November 1 
last. The arrangements came as a pleasant surprise to the public and as 
somewhat of a shock to the banks. At the very moment when the prolonged 
negotiations in Washington were nearing their end, when the public were 
being informed by the press and the radio and by spokesmen, official and 
otherwise, of the magnitude of our external debt, of the dire necessity to 
export and to conserve our foreign exchange, there came the announcement 
that during the twelve months November 1, 1945, to October 31, 1946, any 
resident of the United Kingdom could spend up to {100 on travel in any 
country (except Switzerland, for which special approval has to be obtained) 
outside the sterling area. The public have already taken advantage of the 
new facilities to make journeys of a non-business character and will doubtless 
continue to do so in increasing numbers as transport facilities improve. 

Bank staffs were undoubtedly shocked when they saw the details of the 
new arrangements and realized the burden of their administration. The 
scheme is fair in that it is available to all and is certainly ingenious in that it 
does not preclude travel agencies from resuming their pre-war activities, but 
at the same time ensures that the cost of facilities provided by the agencies 
outside the sterling area are reckoned in the basic allowance of £100. However, 
the amount of time and labour which now has to be devoted to travel applica- 
tions is very great and is quite out of proportion to the attention which has 
to be given to exchange control work generally. In fact it is less expensive 
of man hours to deal with an application to pay for a hundred thousand pounds’ 
worth of vital imports than to arrange for a traveller to Denmark to have £30 
in travellers’ cheques and {£5’s worth of Danish kroner. 

Unfortunately, this easement of the conditions under which travel outside 
the sterling area may be undertaken, and the elaboration of the machinery 
under which facilities may be provided, came also at a time when the resump- 
tion of trade and financial relations with countries formerly occupied by the 
enemy has added greatly to the amount of the banks’ exchange control work. 
It is of particular concern to the banks which have to control large networks 
of branches functioning with reduced and “ diluted”’ staff, most of whom 
regard control work as a stretch of dangerous quicksands charted by Head 
Office circulars which they have little time to study. 

There is, therefore, a strong case to be made for an all-round simplification 


W ecntrai byt modifications may be made in our system of exchange 
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of control and this is undoubtedly bound up with three factors : 
(1) the extent to which authority is granted to authorised banks ; 
(2) the policy of the control authorities ; 
(3) the extent to which control forms are required. 


BANKS’ AUTHORITY 


The authority of the big banks with branch systems should certainly be 
increased. To quote one or two examples one might mention that although 
a bank may approve an application by a business representative for travel 
expenses for three months at a rate not exceeding {10 a day (which gives a 
limit of £{g00) any application for however small a sum by the representative’s 
employers for advertizing expenses outside the sterling area must be submitted 
to the Bank of England. Again, since control was introduced all payments 
in respect of legacies from United Kingdom estates have had to be submitted 
to the authorities when it is perfectly clear that they are dealt with in accor- 
dance with well-established rules which could easily be passed on to the 
banks as a definition of their authority. 

One of the undoubted advantages of extending the authority of the banks 
would be the reduction in the number of applications which have to be referred 
to the Control and the consequent release of Control officials to expedite the 
consideration of these problems which are best handled by a central authority 
and in respect of which there is at the moment some delay. Other examples 
could be given, particularly in relation to transfers between non-resident 
accounts, but the latter can be dealt with better under the heading of “* policy.”’ 


CONTROL POLICY 


It is almost axiomatic to say that the success of any control depends 
largely upon whether or not those affected feel that the administration is just 
and understand the reasons for the directions which are issued. Not the 
least of the banks’ duties is to try to explain to puzzled customers why certain 
applications to make payments abroad are likely to be unsuccessful and to 
guide merchants through the complexities of the various Payments Agreements 
which have been concluded with other countries. For example, at the same 
time as relaxations on travel outside the sterling area were introduced, the 
Control tightened up considerably on maintenance payments by residents of 
the United Kingdom to residents outside the area. It is not always easy to 
explain to a person who knows he can have without question {100 to spend 
abroad on travel that his application to send {20 to a needy relative will 
require answers to an impressive list of questions and will probably be 
unsuccessful. 

It may be thought that frequent reference to foreign travel shows that 
the writer resents the new facilities as such, but that is not so. It is because 
the apparent equanimity with which we can now import services in the shape 
of travel facilities abroad is in contrast with the treatment given to other 
“invisible imports ” of no less interest to many members of the community. 
It would seem desirable, therefore, for the authorities to do a little more by 
way of explanation of their policy and, in particular, of changes in policy 
in order to prevent misunderstandings. 

One of the most pressing needs of the moment is for some exposition of 
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the workings of the Payments Agreements which have set up the bilateral 
systems of debt settlement between the United Kingdom and various other 
countries. Before the war our entrepét trade provided valuable earnings to 
help our balance of payments and it is of the utmost importance that this 
trade should be restored with the minimum of delay. At the moment, mer- 
chants buying goods in one country outside the sterling area for shipment 
to and sale in another country outside the area can only engage freely if both 
transactions are settled in U.S. dollars. Any settlements which involve sterling 
against currency or call for transfers between different types of non-resident 
sterling accounts have first to be referred to the authorities, who decide each 
case on its merits and in the light of the agreements with the countries concerned 
The text of the actual agreements does not offer any guidance, as the 
following example taken from the Monetary Agreement between the United 
Kingdom and Denmark (Cmd. 6671), Article 7 (iii), will show: 
“As opportunity offers the contracting Governments shall seek, 
with the consent of the other interested parties— 
(a) to make Danish kroner at the disposal of residents of the 
sterling area and sterling at the disposal of residents of 
Denmark available for making payments of a current nature 
to residents of countries outside the sterling area and 
Denmark ; and 
(b) to enable residents of countries outside the sterling area and 
Denmark to use sterling at their disposal to make payments 
of a current nature to residents of Denmark and to use 
Danish kroner at their disposal to make payments of a current 
nature to residents of the sterling area.”’ 
{t is realized that our own Control is not entirely a free agent in the matter 
and that the settlement of trade between two countries outside the sterling 
area which is to be financed by a merchant in the United Kingdom is dependent 
to a large extent on the willingness of the one to pay and of the other to accept 
sterling. However, in view of the potential earnings to the country every 
effort should be made to give as much advance information as possible on 
(a) the currencies which the Control will give against sterling ; 
(6) the countries which are prepared to trade with others on a sterling 
basis ; 
until the inter-transferability of sterling is re-established. 


[HE UsE oF CONTROL FORMS 


In spite of praiseworthy attempts to reduce the volume of control forms 
to be handled by the banks, the numbers increase week by week as financial 
relations with other countries are opened and exports expand. If the 
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authorities regard the statistical information to be gleaned from them as | 


essential for the management of our international indebtedness there would 
appear to be little hope of securing any big reduction in these particular 
formalities, although certain savings could be effected now. For example, it 
might be possible to extend the idea of the Substitute Sterling Transfer Form, 
which at present covers interest dividends capital repayments credited to 


non-resident accounts, to include such items as trust income, income tax | 


repayments, etc. 
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If, eventually, control is confined to preventing major movements of capital 
there would be a good case for the abolition of control forms for payments in 
respect of current transactions other than imports. The rest could be scruti- 
nized and controlled by the banks, with the onus placed on the paying banker, 
as is the case at the moment. 

The foregoing are just a few features of our control machinery which 
warrant some attention, particularly if that machinery is to work faster and 
give a greater output. The coming months should bring very interesting 
developments and should provide a most suitable opportunity for the overhaul. 


Building Societies’ Policy 
By Roland Bird 


WELVE months ago, when the last review of the building society 
"T movement appeared in these columns, the war in Europe was not yet 

finally won, and the rapid succession from coalition to caretaker, and 
finally to Socialist government, was undreamt of, even among those most 
expert in facing the future. At that time building societies were ready and 
expectant to play their full part in housing réconstruction as soon as the 
change-over of the civilian building industry could be achieved. They fully 
expected that houses to let would have to be given first priority in the building 
programme as soon as peace arrived. But they also calculated that there would 
be some scope for the sort of private building for which they provided finance 
to the tune of £140 millions in 1936. And after a period, during which the 
demand for houses for letting could be satisfied, the building society movement 
looked forward to a rosy future of active private building, full employment, 
peace and prosperity, and a level of new advance business substantially 
exceeding the 1936 peak. 

Six months later these high hopes had been dashed to the ground by 
the Socialist Minister of Health. Mr. Bevan’s housing campaign rests on 
two premises: first, the use of local authorities as the main instruments for 
a programme of building houses to let; and, secondly, the limitation of 
licences for private building for sale to a maximum of £1,200 in the provinces 
and {1,300 in London. But he made two other points bluntly plain when he 
outlined his housing policy last October. The first was that private building 
was only intended to act as a supplement to the main housing programme 
and would be suspended if it prejudiced local authority schemes. ‘ And the 
second was an expression of bitter prejudice against the building societies— 
“ money-lending societies,’ he called many of them, ready with their great 
funds and their influential political support to ‘‘ let loose this hoarded up pile 
of money on the housing shortage,’’ and thus encourage people “ to acquire 
mortgages that will be gravestones about their necks.” 

The Building Societies’ Association, in reply to this outburst, were polite 
enough to suggest that Mr. Bevan’s remarks were “ to some extent ” based ona 
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misapprehension of the work of building societies. But the movement has 
not yet recovered from this blow of six months ago. It obviously cannot 
compete with the Public Works Loan Board, which can finance the local 
authorities’ schemes for housing to let at 3$ per cent. at present, and may 
before long reduce its rate. And the licensing of private building—a necessary 
administrative measure in the immediate post-war period when building 
labour and materials are scarce—may still mean that this branch of building 
remains a residuary legatee well after the top priority needs for letting have 
been met. So the building societies during the last six months have been 
trying to orientate themselves to the probability that a hostile Minister will 
impose severe limitations upon their opportunities for assisting the housing 
drive. They have ample funds and efficient organization. How will the 
movement make the best use of them in the changed circumstances ? 

First, let us seek an answer to this question in the experience of the societies 
last year. The raw material for this purpose is given in the tables which 
accompany this article. Their showing is in many ways remarkable. Table | 
reproduces the results of go leading building societies in 1945, which have been 
collated by the Building Societies’ Gazette. These societies represent about 
one-tenth of the total number of building societies on the register, but they 
account for 77} per cent. of the 1944 advances total and for nearly four-fifths 
of the movement’s total assets ; obviously they are a representative sample. 
The most striking feature of the table is the very substantial increase in new 
mortgage advances in 1945, from £41 million to £77 million. The Gazeite 
suggests that the total advances in 1945 for the movement as a whole may 
reach {93 million—it may be a modest estimate, for the figures suggest the 
possibility that the total might be as high as {100 million—and it calls such an 
achievement “an astonishing, significant and heartening fact.” The final 
figure, in any event, well compares with £53 million in 1944, just under {10 
million in 1941, and about £94} million in 1939; put another way, borrowing 
in 1945 will amount to about two-thirds of the peak borrowing of 1936. A 
year of military victory, new political problems at home, and almost complete 
absence of new building, has produced at a single bound a volume of new 
advance business which compares very respectably with that of the most 
active pre-war years. 

The next point is the evidence which the figures afford of a substantial 
growth in the total resources of the movement during 1945. Logically, the 
consequence of Mr. Bevan’s attitude towards building societies would be a 
steady reduction of their funds—granted little outlet for their resources, such 
as the Minister contemplates, and granted a steady repayment of existing 
advances, the societies would be forced to reduce rates progressively on their 
deposits and shares, and eventually to close the door to new investment and 
to repay existing balances. Something of this sort, though on a modified 
scale, happened during the war—the movement did not exactly ‘ unwind,’ 
but it did become stabilized. Its total assets (mortgage advances, investments, 
cash and buildings) in 1939 amounted to £773 million, and in 1944’ to £795 
million ; its total liabilities to shareholders, depositors and other creditors 
slightly increased over the same five-year period from {£729 million to £745 
million. The Building Societies’ Gazette estimates suggest a more significant 
expansion last year ; it would not be surprising if the total assets of the whole 
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movement in 1945 reached a new high record in the neighbourhood of £825 
million. 

So, by a combination of paradoxes, building society operations last year 
expanded to within sight of normal, despite the paucity of new house building, 
and their resources expanded to a new record total, despite cuts in interest 
rates. The movement has regained, apparently, some of its old momentum, 
but its present circumstances require close examination before any hasty 
conclusion is reached that a new building society era is dawning. It would be 
interesting, for example, to know how last year’s new mortgage business was 
divided between the first nine months (when the prevailing rate on advances 
was 43 per cent.) and the last three (which must have benefited from the 
stimulus of a cut in the rate to 4 per cent.). And it would also be useful if the 
Gazette’s survey included some computation of the flow of investment funds 
to and from the societies, in order to measure with greater certainty the effect 
of the reductions in rates last autumn to a general basis of 2} per cent. on 
shares (against 2} per cent.) and of 1? per cent. on deposits. These rates, of 
course, are tax free, and to the investor who is liable for the full standard rate 
on any marginal increment of income, they have still been equivalent to 43 per 
cent. and 3} per cent. respectively, taking income tax at 10s. in the £. Despite 
last year’s act, such returns are clearly out of line with the current trend of 
interest rates, and they would provide a powerful attraction for new funds if 
the societies generally opened their tills for unrestricted fresh investment. 
Table II, which gives particulars of new investment and withdrawals for seven 
representative societies, suggests that new money has been closely controlled. 
There are, of course, regional and quasi-political differences between the societies 
which affect their individual policies, and explain why the Halifax is occasion- 
ally out of step with the Abbey National or the Co-operative. But the expan- 
sion ef Abbey National’s deposits last year contrasts with the experience of 
some of the smaller societies. For many societies the growth of their invest- 
ment funds must have been due in considerable measure to the automatic 
“ploughing back ” by investors of their interest on deposits and shares. This 
is sufficient indication of the habits of building society savers, and of their 
response to lower interest rates. In fact, the turnover of funds in general 
seems to be much slower than before the war. 

Tables III and IV show for the seven societies their mortgage experience 
last year (their increase in new business exceeded the average rate) and their 
cash and investment position. Signs of the societies’ scraping of the barrel 
for income purposes are evident in the well-established tendency to keep cash 
balances at the working minimum and to increase investments, The margin 
of profit for the societies from the present interest and assets structure is tight, 
although they will have some relief from war damage contributions and, 
perhaps, from income tax during the current year. But it is still true that the 
balance of outstanding mortgages (now paying interest at a general rate of 
4 per cent.) is growing less rapidly than the balance of investments (on which 
they can hardly be obtaining more than 3 per cent. gross). If the volume of 
new advance business showed no expansion, and if the repayment of existing 
mortgages continued on the steady course which Table III shows (as it is 
likely to do in a regime of high and stable employment), the interest margin 
would narrow still further. On these grounds alone—apart from the wider 
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question of policy of bringing the return on small savings into line with the 
general level of interest rates—there is good reason for the movement to 
consider a further reduction in investment rates. In an era of lower interest 
rates, which the new Socialist Chancellor of the Exchequer has promised, their 
present structure, despite the readjustments six months ago, is uneconomically 
high. 

This is no new problem. Meanwhile, events seem to be solving some other 
problems of the movement. For example, the rise in the value of houses 
has greatly assisted the 1945 new advance total, and, although no one would 
risk a forecast of the eventual level at which building costs will be stabilized, 
part of element of inflation in to-day’s prices is obviously going to be per- 
manent. The eventual increase may be 50 per cent., 66 per cent., or 75 per 
cent. based on the pre-war level, but, whatever it may be, the increase will be 
reflected to that extent in building society advances. In other words, a given 
number of mortgage transactions will produce a substantially greater volume 
of advance business to-day than they did in 1939. So the societies will enjoy 
better business (other things being equal) and also enjoy even higher security 
in their mortgage accounts as a result of the fall in the value of money. That 
is not to say that the societies are prepared to advance on the basis of the 
distorted property values which prevail to-day. But they will doubtless give 
due consideration to the rise in replacement costs at a time when houses are 
irreplaceable. They have prospects of a good volume of business, measured in 
money terms, even in a period of licensed private building. 


Nor is this all. A few weeks ago it was disclosed that the average tender 
price for the gto sq. ft. house was £980. This is a tender average and not an 
iccurate picture of costs. And it does not include land and development— 
which would absorb another {100. Take the total at £1,100 and there is still a 
margin below the licence minimum of {1,200—not very substantial, perhaps, 
but promising some limited opportunities for mortgage lending on some new 
building. Here again the critical point is the future trend of building costs— 
and the discovery of a charitable side to Mr. Bevan, for, of course, he can 
change the licence limits, and even withdraw licences actually granted by 
local authorities, if he is so minded. The recent wages agreement in the in- 
dustry is linked with an undertaking by the unions to increase their output 
to the 1938 standard. On the materials side, the high cost of fuel promises a 
serious rise in bricks and cement, and timber is scarce and dear. But there is 
a chance that the building society movement may not be compelled to stand 
aside for a prolonged period, denied the opportunity to assist the rebuilding 
programme. 


TABLE I—RESULTS OF 90 SOCIETIES 


(Compiled by The Building Societies’ Gazette) 


1944 1945 
Mortgage Advances .. 7” v 41,005,222 77,051,020 
Mortgage Assets na oa es 429,293,917 440,396, 563 
Investments .. ch ii me 166,342,609 181,923,059 
Cash... ‘ aa oa A 20,259,835 19,789,727 
Total Assets . - ae 623,224,697 647,520,392 


Reserves ' a ar he 37,558,454 39,013,431 
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TABLE II—SHARE AND DEPOSIT MOVEMENTS 
(in £’000’s) 
Shares Deposits 
ETI, EIT, 
Sub- With- Balance Sub- With- Balance 
scribed drawn* end year scribed drawn* end year 
{ 1939t 11,692 9,466 87,280 9,309 10,092 35,004 


Halifax ai ee at L3243t 4,870 5,288 86,793 6,642 5,524 38,414 
1946¢ 5,633 6,161 88,294 7,225 6,958 39,439 


{ 1938 8,532 10,701 66,820 6,976 3,189 14,549 


Abbey National .. oe 1944 1,334 3,276 63,917 633 1,930 9,442 
1945 1,308 4,243 62,548 2,508 1,592 10,504 





























1938 673 425 4,447 506 528 1,900 
Cheltenham and Gloucester 1944 372 298 5,028 523 369 2,586 
1945 503 362 5,290 522 482 2,671 
1938 647 448 3,054 357 322 1,231 
Leeds and Holbeck od 1944 338 216 3,868 248 150 1,399 
1945 312 231 4,042 210 185 1,452 
1938 909 577 5,250 210 228 858 
Leek and Moorlands is 1944 1,011 417 6,743 56 99 722 
1945 983 494 7,389 38 63 708 
1938 858 1,018 10,381 714 641 3,283 
Huddersfield 1944 429 412 10,560 334 224 3,380 
1945 398 547 10,644 291 307 3,429 
(1938 3,632 3,066 27,408 3,648 3,432 9,896 
Woolwich Equitable 1944t 1,552 1,362 30,872 1,360 822 6,855 
1945} 1,146 1,766 31,003 909 918 6,990 
(1938 26,943 25,701 204,655 21,720 18,432 66,727 
Total, Seven Societies .. 1944 9,906 11,269 207,781 9,796 9,118 62,801 
1945 10,283 13,804 209,210 11,703 10,505 65,193 
* Including interest + Years to January 31. t Years to September 3o. 
TABLE III—MORTGAGE BUSINESS 
(in £000’s) 
1938 1944 1945 
—_——— eee Or ¢ —_—_—_——__ 
New Repay- Balance New Repay- Balance New Repay- Balance 
Advances ments* End Year Advances ments* End Year Advances ments* End Year 
Halifax + . . + 20,341 18224 105178 8321 143257 78,452 17,306 17,373 82,044 
Abbey Nation: | ‘ > 13,499 12,573 79,207 1,896 9,696 60,961 4,603 11,483 96,916 
Cheltenham & G louceste? r 1,275 1,162 6,261 539 932 5,426 1,391 1,288 5,807 
Leeds and Holbeck ~ 1,023 751 4,224 356 603 35305 888 729 3,629 
Leek and Moorlands .. 1,208 994 6,047 1,225 1,094 6,212 1,894 1,430 6,980 
Huddersfield i ba 2,033 2,109 13,331 600 1,626 9,302 1,392 1,909 9,209 
Woolwich t .- oe 6,277 5,930 35,921 2,638 4,744 29,971 41033 5,486 30,044 
Total, Seven Societies .. 45,656 41,743 250, 169 15, 575 33: 047 193, 629 34, 507 39,6908 194,638 
* Including interest. + To January 31 of following year. t To Septe mber 30. 


TABLE IV—QUICK ASSETS 
(in £000’s) 








1938 1944 1945 
, — eo a 
Invest- Invest- Invest- 
Cash ments Cash ments Cash ments 
Halifax +¢ ‘ ne ae 5,187 17,182 6,058 47,711 6,379 46,529 
Abbey National ry? a 2,086 5,983 1,792 16,885 1,816 20,474 
Cheltenham and Gloucester .. 27 889 146 2,977 72 3,054 
Leeds and Holbeck .. a 37 218 102 2,140 34 2,116 
Leek and Moorlands .. on 30 408 189 1,619 78 1,614 
Huddersfield .. = - 408 831 620 5,159 553 5,438 
Woolwich Equitable ¢ 4 221 2,918 941 9,105 1,071 9,219 
Total, Seven Societies i 8,056 28,429 9,848 85,596 10,003 88,444 








+ At January 31 of following year. ¢t At September 30. 
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Future of the Foreign Exchange Market 
By Paul Einzig 

HE Exchange Control Bill, foreshadowed by the Chancellor of the 
"T exchequer some months ago, is not likely to be introduced for some time 

to come. Meanwhile, the banking community is kept guessing about 
the nature of the régime which the new Bill is to set up. The question that 
primarily interests banking circles is whether under the proposed Bill it will 
become once more possible to deal freely, as far as current transactions are 
concerned ; in other words, whether London will have once more a foreign 
exchange market proper, with fluctuating rates, dealing in spot and forward 
exchanges, swaps, arbitrage, etc. Many dealers imagine that this will be so 
and are looking forward to the return of the pre-war method of dealing. 
They realize that under the Bretton Woods system there would be rigid limits 
set to fluctuations in spot and forward rates, and capital transfers would 
remain prohibited. Nevertheless, they think that even with such restrictions 
there would be fair scope for the skill of an experienced dealer. The pre- 
war staffs of foreign exchange departments are gradually returning from the 
services and are looking forward to resuming their pre-war work. 

In reality it seems most unlikely that under the new Bill it will be possible 
to return to the pre-war method of free dealing. Although the Bretton Woods 
and Washington agreements provide for an early restoration of the converti- 
bility of sterling, this does not mean free dealings in the pre-war sense. If 
anyone who is entitled to import is entitled to buy foreign exchange from his 
bank without any special permit, and if any foreign holders of sterling are 
entitled to transfer their holdings into foreign currencies, the requirements 
of free convertibility are fulfilled. There is nothing either in the Bretton Woods 
plan or in the Washington agreement to compel the Government to restore 
free dealing in exchanges. It would be perfectly in accordance with the 
undertaking given to the United States if the banks authorized to deal in 
exchanges were to quote fixed rates to their clients, as they have been doing 
since 1939, and if they were to surrender to the Bank of England their surplus 
of foreign exchanges and received from that institution the amount sold to 
their clients in excess of their supply. Nor would it be against the letter and 
spirit of the agreement if the banks remained under obligation to supply the 
authorities with a list of their foreign exchange transactions for the purpose 
of enabling the latter to check the genuine commercial character of the business 
deals that gave rise to the purchase or sale of foreign currencies. 

A resumption of free dealings would make it quite impossible to prevent a 
wholesale evasion of the ban on capital transfers. Before the war, for each 
genuine commercial transaction there were scores of transactions originating 
from speculation or arbitrage. Dealers were jobbing in and out of the market, 
creating open positions, covering them, executing orders from clients at home 
and abroad, neither knowing nor caring whether the foreign exchanges bought 
and sold were for genuine trade requirements or served speculation or arbitrage. 
By the time a given amount of foreign currency was sold by the original seller 
to the ultimate buyer it may have been the subject of a long chain of trans- 
actions. It would be a hopeless task to try to disentangle from such a network 
of dealing the true character of each deal and to recognize which was a capital 
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transfer in the disguise of a commercial deal. 

It seems reasonable to assume, therefore, that in outward form the foreign 
exchange market will not change materially as a result of the new Bill. Sterling 
will become freely convertible for certain purposes—but it will be converted 
at fixed rates and under the supervision of the authorities. There will be no 
transfers of capital—apari from the withdrawal of foreign balances authorized 
to be withdrawn. There will be no shifting of ‘“‘ hot money ” backward and 
forward. There will be no speculation in foreign exchanges, no arbitrage to 
take advantage of discrepancies in rates or in interest rates. All that is a 
matter of the past as far as London is concerned. At any rate, it will not 
return under the Labour Government. Nor is it safe to assume that even a 
Conservative Government would revert to the old system. The late Sir 
Kingsley Wood expressed himself strongly against allowing “‘ hot money” 
to move about freely, and the Bank of England arrived at the same conclusion 
already under Lord Norman’s governorship. 

From the point of view of foreign exchange dealers, and even more from 
that of foreign exchange brokers, the passing of the old system is, of course, 
a very sad thing. The banks themselves, too, may regret it, though from their 
point of view the new system has much to recommend it. Many of them may 
not earn as big profits through their foreign exchange departments as they did 
in the olden days, though in comparison with the late ’thirties, when the 
Exchange Equalization Account kept the rates steady, the present profits of 
banks with good connections among importers and exporters are far from 
contemptible. But the fact that the present profits are earned without having 
to take the slightest risk is well worth bearing in mind. Under the old system 
practically all banks, even the most conservative among them, allowed their 
dealers to ‘‘ take a view,’’ provided that no open position was left at the close 
of the day. For some inexplicable reason, it was not considered speculation 
to be long or short between 10 a.m. and 5 p.m., provided that no open position 
was carried overnight. Many dealers rewarded the confidence placed in their 
judgment by earning good speculative profits for their banks. But in many 
instances they were caught out, especially after the Exchange Equalization 
Account had gained sufficient experience to make full use of its strong position. 
And even while they were making profits, many a general manager was not 
altogether happy about what was happening or what might happen in the 
dealer’s room. Even the most successful dealer was apt to misjudge the 
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prospects at times, and when he did he usually lost with one stroke the profits 
he gradually picked up over weeks and even months. So the regret felt over 
the passing of this system is not unmingled with relief over the elimination 
of exchange risk. 

From the point of view of business firms, there is much to be said for the 
new system, under which they can buy and sell forward exchanges at fixed 
rates. One of the grave defects of the old system was the extreme sensitiveness 
of the market in forward exchanges. When a depreciation of a currency is 
anticipated, its forward quotation went to a heavy discount. This meant 
that exporters to the country concerned had to choose between two evils : 
they either had to sacrifice a large part of their profits to cover the exchange 
risk, or they had to take a heavy risk by abstaining from selling in advance 
the proceeds of their exports. Under the arrangements operating since 1939 
the Government relieved them of this risk ; at any rate, as far as some of the 
exchanges were concerned. 

It is to be hoped that the Bill will provide for an improvement of the 
existing official forward exchange facilities. There should be official forward 
quotations for a larger number of exchanges. And the Government should be 
prepared to guarantee exchange rates over longer periods. It should make 
good the deficiency of the free foreign exchange market, which was unable to 
cater for the requirements of contractors who had to assume long-term commit- 
ments abroad. If forward exchange facilities are thus improved, merchants 
will have no reason to deplore the change from a free market to a system of 
controlled but convertible exchanges. 





International Banking Review 


France 


HE negotiations that have been proceeding for some time for the renewal 
Ter the Anglo-French financial agreement have failed, up to the time of 
writing, to result in an understanding. The old agreement expired on 
February 28. It was expected that it would be renewed for another six months 
and that the British credit would be raised from £150,000,000 to £200,000,000. 
This was not possible, however, owing to the delay in the ratification of the 
American loan. The use of the credit to France involved a loss of foreign 
exchange, because part of it was spent on the purchase of goods imported from 
outside the sterling area, and because the goods exported to France could have 
been exported to countries paying cash. Owing to the high prices prevailing 
in France, it was impossible to import any substantial quantities of French 
goods. In any case, the Government was against the import of French luxuries. 
In accordance with the terms of the original agreement, France repaid in gold 
on February 28 some {40,000,000 of the credit. Hopes are entertained that 
some formula will be found under which the credit arrangement can be 
renewed. 
Switzerland 
The monetary agreement concluded between Great Britain and Switzerland 
fixes the exchange rate at 17.35 francs to the pound. Its terms follow the 
lines of the agreements concluded with other Western European countries. 
That is, it is based largely on the principle of bilateralism, though provisions 
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are made for its possible subsequent conversion into a multilateralist arrange- 
ment. The Swiss National Bank is prepared to hold a balance of £10,000,000 
during the first year and {15,000,000 in succeeding years. At first sight 
this might not appear to be necessary, since this country has a favourable 
trade balance in relation to Switzerland, but as part of the arrangement 
British tourist traffic to Switzerland has been made possible. In this instance, 
it might be argued, bilateralism works to this country’s disadvantage, for 
the Swiss francs earned through our export surplus could well be used for 
paying for essential imports from hard-currency countries instead of being used 
to finance tourist traffic. 
Brazil 

The Brazilian Government issued a decree on February 28 limiting the 
repatriation of foreign capital to 20 per cent. per annum, and the remittance 
of profits to 8 per cent. per annum. While this arrangement has somewhat 
clarified the position, at the same time it gave rise to criticism on the part of 
British and American interests in Brazil. It is pointed out that such a restric- 
tion is bound to discourage the influx of capital. The 8 per cent. limit to 
dividends is considered highly inadequate in the circumstances prevailing in 
the country. Nor has it been made clear, up to the time of writing, what 
constitutes ‘‘ foreign capital registered in Brazil ’’ which is affected by the 
decree. The treatment of foreign capital is considered ungenerous, seeing that 
Brazil’s trade balance has been very favourable in recent years, and that she 
has now a substantial external reserve. 


China 

The Chinese Government has reopened the Shanghai foreign exchange 
market. » The official rate of the dollar is fixed daily. No official sterling 
rate is being fixed, and the existence of a considerable discount on sterling 
against the dollar in Shanghai makes trading between Shanghai and London 
very difficult. The latest sterling rate of 3.30 shows a discount of about 17 
per cent. 

The task of the Chinese Government is very difficult owing to the currency 
chaos and inflation inherited from the Japanese occupation. Meanwhile, it is 
impossible to fix a definite exchange rate, and the Government will avail 
itself of the provision of the Bretton Woods plan concerning liberated countries 
which are entitled to defer the fixing of an exchange rate. 
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Banking Statistics 


National Savings 


Large Savings by Quarters 


58 
Savings 
Certi- Defence Savings 
ficates Bonds 
(net) (net) 
1941 III .. 38.8 32.6 
BW 49.2 36.5 
aa oe 75-8 55-7 
ae. 8 94:5 
Bae «s 42.7. 21.9 
Ev %s 45-7 23.6 
Cs or 70.7 32.8 
II .. 3108.1 50.1 
Ty .. 47-8 19.2 
ee 42.9 18.7 
National 
War Savings 
Bonds - Bonds 
1941 III .. 143.4 103.1 
ZV .» 879.0 £82.0 
soea 6 06Elk. «69G.8 905.7 
II .. 62.8 94.9 
Ill .. 140.4 105.8 
ere a yo 
1943 I... 178.7 178.4 
TE es 260.7 395.2 
III .. 159.3 88.4 
IV . 130.6 66.6 


* Exchequer Bonds: 


1938 
1939 
1940 
194! 
1942 
1943 
1944 


Rent 


380 
388 
388 
385 
384 
384 
384 


Banks Total 
(net) Small 
51.4 122.8 
51.0 136.7 
65.8 197.3 
55:6 136.2 
59.5 124.1 
57.2 126.5 
87.3 190.8 
85.0 243.2 
61.3 128.3 
92.8 292.7 

(2) 

Interest 
free Total 

Loans Large 

1.4 247.9 
6.4 303.0 
3-9 431-4 
1.9 159.6 
1.8 248.0 
2:§ 295.3 
2-4 359-5 
2.8 364.9 
1.4 249.1 
3-2 200.4 


The National Income 


(£ millions) 
(1) Small Savings by Quarters 


1944 I[.. 
a 
Bae i. 
aY ss 


m945 {I .. 
Be ac 


i 
a 


1946 Jan... 
Feb... 


anne Ff i. 


II 


Bee «5 
BY sx 
1945 I.. 
Me. xs 
me «is 


1946 Jan... 
Feb... 


1944 IV, £37.3 millions; 1945 I, £165.2 millions ; 1945 II, £124.4 millions 


(£ millions) 
Profits, etc.* Salaries 
1,326 1,100 
1,482 1,141 
1,818 1,206 
2,119 1,332 
2,276 1,381 
2,346 1,434 
2,376 1,473 


Savings 
Certi- Defence Savings 


ficates Bonds Banks 
(met) (met) (net) 
55-4 20.8 98.0 
97-5 54-4 92.6 
45-5 18.5 71.9 
32.4 18.3 69.6 
45-6 20.1 103.4 
28.6 18.9 71.5 
13-7 24.6 99.7 
33-8 90.2 73.9 
10.6 23.1 42.3 
5-6 20.4 26.8 
National Interest 
War Savings free 
Bonds Bonds Loans 
172.t 92.1 2.9 
224.0 158.9 3.2 
94-3 71.2 -9 
142.2 68.3 — 
-4 95.9 .2 
26.% 81.4 5 
188.1 207.8 .6 
211.8 571.3 3 
— 1.4 2 
_ —_ I 


Wages Forcest 
1,735 78 
1,835 124 
2,115 386 
2,419 622 
2,708 805 
2,916 999 
2,930 1,171 


ne 


Total 
Small 
174.2 
244.5 
135-9 
120.3 


169.1 
119.0 
138.0 


197.9 


76.0 
52.8 


Total 
Large 
267.1 
386.1 
166.4 
211.0* 


97-5 
108.0 
396.5 
783-4 


1.6 
ia 


Total 
4,619 
4,97° 
5,913 
6,877 
7.554 
8,079 
8,334 


* Interest and profits, including farm profits and professional earnings, but excluding national 
debt interest. 
t Pay and allowances, in cash and kind, of members of H.M. Forces and Auxiliary Services 
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| Treasury Deposit Receipts 
Including 
prior Outstanding 
By Quarters : — — ~~ (end * period) 
m. m. m. m. 

1942 Il on 6 ov 477-5 382.5 33-5 . §91.5 

ee ee aie 341.5 172.5 * 55.0 760.5 

BV lke ee a 687.0 481.0 82.0 966.5 

i948 I... oe ee 449.0 449.5 150.5 969.0 

| ar oe es 745-5 789.0 219.5 925.5 

i | aoe oe ee 604.5 415.5 108.0 1114.5 

ar - wa 939.0 652.5 96.5 1401.0 

1944 I... sn wa 695.0 706.5 180.5 1389.5 

J II a ‘* re 980.0 1018.5 255.0 1351.0 

li aa ‘i ai 875.0 644.0 115.0 1582.0 

2 o% +. 1130.0 917.5 139.0 1794-5 

; 1945 I ee ee ea 935.0 870.5 137.0 1859.0 

II és ee 1300.0 1083.5 97-5 2075-5 

3 aoe we ma 1005.0 958.5 162.0 2122.0 

t IV di ‘oa ais 845.5 1331.0 199.5 1636.5 

° 

° Monthly : 

9 1944 January ve ee 160.0 171.0 39.0 1390.0 

February : wd 175.0 189.0 39-5 1376.0 

° March - - 360.0 346.5 102.0 1389.5 

8 April .. — a 350.0 308.5 75.0 1431.0 

May .. ee oa 290.0 301.5 97-5 1419.5 

une .. is ea 340.0 408.5 82.5 1351.0 

fai en me ai 220.0 153-0 32.0 1418.0 

August = - 225.0 164.5 28.5 1478.5 

al September .. 2 430.0 326.5 54-5 1582.0 

ge October ca - 400.0 277.0 26.5 1705.0 

rt November... “ 270.0 274.5 69.0 1700.5 

I December... in 460.0 366.0 43-5 1794.5 

4 1945 January Kis ma 200.0 195.0 34.5 1799.5 

February ee oe 230.0 228.5 45.0 1801.0 

5 March * ea 505.0 447.0 57-5 1859.0 

i April .. ss oe 490.0 353-5 27.0 1995-5 

5 May .. és ~ 330.0 262.5 27.0 2063.0 

4 June .. a ea 480.0 467.5 43-5 2075-5 

july .. ~ oma 235.0 178.0 28.0 2132.5 

4 August a = 290.0 237.0 24.5 2185.5 

I September .. a 480.0 543-5 109.5 2122.0 

; October = a 475.0 509.0 94.0 2088 .o 

ns November... wa 50.0 295.0 36.0 1843.0 

December... aia 320.5 527.0 69.5 1636.5 

1946 January = vs 139.5 177+5 4-5 1598.5 

February ve i 210.0 236.5 5:5 1572.0 

Revenue and Expenditure 

Year to Ord. Ord. Ord. Ord. 

Mar. 31! Exp. Rev. Deficit Exp. Rev. Deficit 
rtal £m. £m. £m. £m. £m. £m. 
619 10937... 830.1 823.3 6.8 By 
97° 19950 |. «= G8 8? 872.6 25.5* Quarters 
913 1939 .. 1054.8* 927.3 127.5* 1944 I 1562.2 1181.1 381.1 
877 1940 .. 1809.7* 1049.2 760.5* II 1420.3 604.7 815.6 
554 1943 .. 9867.2 1408.9 2458.3 III 1523.8 734.0 789.8 
079 1942 .. 4775-7 2074.1 2701.6 IV 1502.0 654-3 847.7 
334 1943 .. 5623.2 2819.9 2803.3 1945 I 1609.8 1246.7 362.9 
- 1944 5. 5788.4 3038.5 2749.9 II 1306.3 611.0 695.3 

1045 .. 6057.8 3238.1 2819.7 III 1443.7 750.5 693.2 
:08 IV 1386.2 667.8 718.4 


* Allowing for loan expenditure. 
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938 


1939 
1940 
1941 


Period Ending: 


1944 


Jan. 
Feb. 
Mar. 
April 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 


1945 Jan. 
§ Ordinary expenditure 
expenditure of a capital nature). 
ordinary revenue. 


29 
27 
30 
29 
26 
3° 
28 
25 
31 
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Exchequer Issues and Receipts 
WEEKLY AVERAGES 


Total § 
Expendi- Ordinary Deficit 
ture Revenue t 

£m. £m. £m. 
19.2 17.0 2.2 1942 
28.8 18.8 10.0 1943 
63.9 24.0 39.9 1944 
88.5 36.0 52.5 1945 
112.3 113.3 r.z* 1945 Feb. 
122.5 97-7 24.8 Mar. 
123.5 70.2 53-3 April 
109.6 45.6 64.0 May 
109.6 50.5 59.1 June 
108.7 43-3 65-4 July 
112.0 57.0 54-4 Aug. 
107.5 53-1 54-4 Sept 
123.6 56.7 66.9 Oct. 
118.6 52.5 66.1 Nov. 
110.2 47-3 62.9 Dec, 

116.5 49.8 66.7 
1946 Jan. 
112.4 III.1I 3.2 Feb. 


Paid 

Raised Off 

£m. £m. 

1942 Nov... 26. 5-5 
EG... af: 10.2 
1943 Jan... 48.7 24.7 
Feb... 45.3 70.3 
ats 4059 72.2 
Ape... 26.3 12.0 
May.. 39-9 16.8 
June.. 46.6 13.1 
July.. 47-7 24-4 
Aug... 29.7 16.3 
Sept... 54.0 21.8 
Cet... 48.3 90.3 
Nov... 27.3 15.0 
Dec... 48.1 11.6 
1944 Jan... 48.4 100.1 
Feb... 51.3 85.9 
Mar... 52.3 50.8 
Apr... 37.8 18.9 
May.. 31.1 19.8 
June... 47.8 14.9 


Total § 


Expendi- Ordinary Deficit 


23 


ture Revenue 


£m. 
102. 
110. 
114. 
110. 


- CONIA 


123. 
133. 
100. 

87. 
112. 
107. 
103. 
116. 
107. 
104. 
107. 


CM nonn a> 


te) 
+ 


Ao 


82.2 
97.6 


£m. 
50. 
55- 
61. 
62. 


110. 
75- 
50. 
39. 
50. 
61. 
49. 
59- 
52. 
49. 
50. 


99. 
114. 


oon 


xr D HDOOOWMNdNAANK KYO 


t 
£m. 
52. 
55- 


53- 
47. 


oI Rw 


i2. 
58. 
50. 
48. 
62. 
46. 
54: 
56. 
54. 
55: 
56. 


oouU 


oun eowuw ny 


17 .6* 
16.4* 


» plus other expenditure (net) (excluding sinking funds but including 
+ The difference between total expenditure and 


* Surplus. 


Net 
Raised 
£m. 


20.6 
36.9 


23. 
—25. 
—25. 


Se 
32. 


9 
o 


ie) 


MwWonth NU HW 


Tax Certificates 


Issue* 


fm. 


433-1 
.0 


470 


493- 
468. 
443- 
457- 
480. 
514. 
537: 
550. 
582. 
597 - 
610. 
646. 


594- 
560. 
561. 
580. 
592. 
624. 


* i.e. outstanding at end of month. 
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Con cwwo 


1944 July .. 
Aug... 
Sept... 
Oet. .. 
Nov... 
Dec. .: 


1945 Jan... 
Feb. .. 


Mar. .. 
Apr. .. 
May .. 
June.. 
July .. 
Aug... 
Sept... 
Get. ... 
Nov... 
Dec. .. 


1946 Jan... 
Feb. .. 


t record to date. 


Paid Net 
Raised Off Raised 
{m. £m. £m. 
34.4. 20.8 13.5 
33-9 23-3 10.6 
63.8 25.8 38.0 
29.1 20.9 8.2 
4.2 %.% 22.3 
63.0 20.4 42.5 
52.3 78.4 —26.1 
62.6 112.3 —49.7 
65.5 66.7 — 1.2 
25-3 16.4 8.9 
33-1 12.9 20.2 
51.3 24-7 26.5 
25.3 22.0 4-3 
28.0 13.2 14.8 
39-7 41.7 — 2.0 
23-6 24.6— 1.1 
3i.2 20.5 16.7 
54:5 19°O 35-7 
28.5 58.1 —29.6 
40.8 113.7 —72.9 
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Appointments and Retirements 
Midland Bank New Secretary 


Mr. W. Kerr Chalmers, who has just been appointed secretary of the 
Midland Bank, was born in 1890. He is an M.A. of Oriel College, Oxford, and 
was called to the Bar at Inner Temple in 1921. Since then he has had con- 
siderable experience in legal editorial work, and has been an official in the 
bank’s Legal Department for the past thirteen years. He served as a major 
in the Royal Artillery during the war of 1914-18, and as an officer in the 
Home Guard in the last war. He is married, and has one son serving with the 
forces and a daughter still at school. Mr. Kerr Chalmers succeeds Mr. 
Walter James, who has retired. 


Lloyds Bank—Head Office: Advance Department—Mr. F. Clarke, from 
Finsbury Circus, E.C., to be an assistant controller. Chief Accountant’s 
Department—Mr. T. T. Burkett to be chief clerk, branches clearing. Chief 
Inspector’s Department—Mr. W. E. Roach, from Nottingham, and Mr. J. M. 
Laycock, from Norwich, to be inspectors. Staff Department—Mr. N. E. L. 
Preston, from Penzance, to be a staff controller. Ammanford: Mr. K. Howells, 
of Ammanford, to be manager on the approaching retirement of Mr. J. A. 
[fhomas, owing to ill-health, after 43 years’ service. Battersea, S.W.: Mr. 
F. C. Mair, from Wimbledon, S.W., to be manager. Bebington and Rock 
Ferry, Birkenhead: Mr. G. D. Harvey, hitherto clerk-in-charge, to be manager. 
Chippenham: Mr. G. R. V. Jefferys, from Melksham, to be manager on the 
approaching retirement of Mr. J. W. G. Morgan, M.B.E., owing to ill-health, after 
43 years’ service. Commercial Road, Portsmouth (also Milton): Mr. E. F. 
Redman, hitherto an inspector, to be deputy manager. Farnborough: Mr. 
T. H. Willoughby, formerly manager of Worcester Park, who has returned 
from the forces, to be manager in succession to Mr. W. L. Jenkin, who is 
retiring, owing to ill-health, after 48 years’ service. Faversham: Mr. P. A. 
Mills, from Buckland, to be manager on the approaching retirement of Mr. 
A. W. Silsby after 44 years’ service. Finsbury Circus, E.C.: Mr. J. L. Wright, 
from Threadneedle Street, E.C., to be sub-manager. Gainsborough: Mr. H. 
Collier, from Newark, to be manager on the approaching retirement of Mr. 
H. J. Bray after 44 years’ service. Kingswood, Bristol: Mr. T. L. Williams, 
of Kingswood, to be manager on the approaching retirement of Mr. C. H. 
Thrall after 45 years’ service. Malvern: Mr. E. Coles, from Bromsgrove, to 
be sub-manager. Melksham: Mr. J. S. Lewis, from Taunton, to be manager. 
Newport (Mon.), High Street: Mr. W. G. Rees, from Temple Gate, Bristol, to 
be manager on the approaching retirement of Mr. H. W. Iles after 46 years’ 
service. Norbury, S.W. (also Thornton Heath): Mr. H. W. Wilson, from 
Battersea, to be manager in succession to Mr. J. I. Smith, who has retired 
after 43 years’ service. Norwich: Mr. S. C. Harrison, from Watton, to be 
sub-manager. Nottingham: Mr. G. M. Forster, from Manchester, to be sub- 
manager. Paddington (81, Edgware Road), W.: Mr. 5S. O. Hitchcock, hitherto 
inspector, to be manager on the approaching retirement of Mr. T. W. Graham, 
owing to ill-health, after 43 years’ service. Sheffield: Mr. J. Scorer, from 
Collingwood Street, Newcastle-upon-Tyne, to be sub-manager. Streatham, 
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S.W..: Mr. R. T. Bryan, from Chelsea, $.W., to be manager on the approaching 
retirement of Mr. F. G. Schenck, owing to ill-health, after 44 years’ service. 
Taunton: Mr. R. A. Davis, from Cirencester, to be sub-manager. Temple 
Gate, Bristol (also Portishead): Mr. C. E. J. Sheppard, from Weston-super- 
Mare, to be manager. Trowbridge: Mr. W. H. N. Mullens, hitherto an inspec- 
tor, to be manager on the approaching retirement of Mr. J. H. E. Porter after 
44 years’ service. Uttoxeter: Mr. A. H. Barclay, from Malvern, to be manager 
on the approaching retirement of Mr. St. M. K. Furner after 48 years’ service 
Weston-super-Mare : Mr. S. V. Hardiman, from Bridgwater, to be sub-manager. 
Windsor (also Eton): Mr. W. A. Bone, from Southend-on-Sea, to be manager 
on the approaching retirement of Mr. H. Gillespie-Hill, owing to ill-health, 
after 42 years’ service. 

Martins Bank Batley: Mr. F. A. A. Beresford, from Dewsbury, has been 
appointed manager in succession to Mr. H. H. Gothorp, who has retired after 
43 years’ service. Dewsbury: Mr. W. Hampshire, who has hitherto signed 
pro-manager, has been appointed sub-manager. Heywood: Mr. H. Lowe, 
from Rochdale, has been appointed manager in succession to Mr. F. Mellor, 
who has retired after 43 years’ service. Liverpool, Childwall Five Ways: Mt. 
W. A. Foulkes, from Heathfield, Liverpool, has been appointed manager in 
succession to the late Mr. J. W. Turnbull. Liverpool, Clubmoor: Mr. A. R. 
Ellis, hitherto acting-manager, has been promoted to an appointment at Head 
Office. Mr. F. A. Goodman, from Head Office, has been appointed manager. 
Liverpool, Mossley Hill: Mr. L. S. Johnson, manager, has retired after 46 
years’ service. His successor will be advised later. Shipley: Mr. N. Robinson, 
from Leeds, Vicar Lane Branch, has been appointed manager ; Mr. H. Feather, 
hitherto acting manager, has received another appointment. Swinton: Mr. 
S. M. Lee, from Manchester District Office, has been appointed manager in 
succession to Mr. T. B. Hamilton on his promotion to the management of 
Waterfoot. Waterfoot: Mr. T. B. Hamilton, hitherto manager of Swinton 
branch, has been appointed manager in succession to Mr. J. E. Phillipson. 
who has retired after 44 years’ service. 


Midland Bank—Head Office: Mr. T. C. Howarth to be assistant stafi 
controller. London, Overseas Branch: Mr. H. H. Thackstone and Mr. E. H. 
Fontaine, hitherto assistant managers, to be deputy managers ; Mr. C. Benitez 
and Mr. O. H. Bulgin, hitherto deputy assistant managers, to be assistant 
managers. Chelsea, 315, Fulham Road: Mr. W. E. Bransdon to be manager 
on the retirement of Mr. H. T. Knight. Leicester, Granby Street: Mr. L. A. 
Cartright, of Derby, to be deputy assistant manager. Market Bosworth : 
Mr. J. S. Rolleston to be manager on the retirement of Mr. F. H. Reader. 
Pocklington : Mr. E. M. Kayley to be manager, which has hitherto been unde: 
the same management as Parliament Street, York. Richmond (Surrey): Mi 

W. G. Florance, of Swansea, to be manager on the retirement of Mr. S. M. R 
Thomson. Scarborough, Falsgrave: Mr. M. L. T. Plows to be manager, which 
has hitherto been under the same management as St. Nicholas Street, Scar 
borough. Shaw: Mr. J. Boydell, of Warrington, to be manager on the retir 

ment of Mr. C. F. Schofield. York, Parliament Street: Mr. W. Cunliffe to be 
assistant manager in succession to Mr. K. M. Rollison, appointed a branch 


superintendent. 











VALUATIONS 


For more than 60 years the name,of LEOPOLD FARMER & SONS 
has been associated with the valuation of 


INDUSTRIAL PROPERTIES, 


PLANT AND MACHINERY 


An accurate valuation of property and plant may be utilised for a 
variety of purposes. It cannot, therefore, be over-emphasised that 
the opinion of value should carry the name of a firm of repute 


LEOPOLD FARMER & SONS 


Surveyors, Valuers and Auctioneers 


46, GRESHAM STREET, LONDON, E.C.2 
Tel. MONARCH 3422 


BANCO DE CREDITO 
DEL PERU 


CAPITAL S/.16,000,000.00 
RESERVES S$/.29,864,050.76 
HEAD OFFICE: LIMA 


EIGHT CITY BRANCHES 
THIRTY-SIX PROVINCIAL BRANCHES 


— 


Entrust us with 
YOUR COLLECTIONS 
ON PERU 


— 


PERU'S OLDEST NATIONAL COMMERCIAL BANK 
ESTABLISHED IN 1889 


BRITISH INDUSTRY & TRADE REVIEWED 


BANKING, INSURANCE & COMMERCE — all who 


BANCO MERCANTIL DE 
SAO PAULO S.A. 


Cable Address: MERCAPAULO 


Authorized Capital: 

Cr $60,000,000.00 
Paid-up Capital: Cr$52,870,080.00 
Reserves: - Or$18,044,005.80 


Head Office : 
Sao Paulo (Brazil) 


BRANCHES:—Rio de Janeiro 
Federal District) . Santos (Sdo 
aulo) . Curitiba (Parana), and 

36 Agencies throughout Sdo 
Paulo and Parana States. 


Correspondents in all States of 
Brazil. 








must keep in touch with latest developments in and 
outlook for British Industries will find in Moopy’s TraDE 
AND CommonpitTies Service the Facts and Ficures they 


require. 


For particulars of this £10 p.a. Service write to :— 


MOODY’S ECONOMIST SERVICES LTD., 


KING WILLIAM STREET HOUSE, ARTHUR STREET, LONDON, E.C.4. 
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North of Scotland Bank—Mr. William Petrie, agent at High Street 
Branch, Dundee, and Mr. William A. Donald, agent at Montrose Branch, have 
retired, in consequence of which the following appointments have been made : 
Head Office: Mr. Andrew P. Anderson, accountant at Eastgate Branch, 
Inverness, has been appointed an inspector of branches with authority to 
sign official documents for the agents of the Bank and the managers at Edin- 
burgh, Glasgow and London. Dundee, High Street: Mr. James V. Paton, 
agent at Merrylee Park, Glasgow, to be agent. Glasgow, Merrylee Park: Mr. 
John S. G. Duncan, at present accountant at West George Street, Glasgow, 
has been appointed agent. Montrose: Mr. John Cook, agent at King’s Park, 
Glasgow, to succeed Mr. Donald as agent. Glasgow, King’s Park: Mr. 
Alexander F. Peters, accountant, to succeed Mr. Cook in the agency. Ayr: 
Mr. William M. Lockhart, partner of the firm of John, W. & G. Lockhart, 
agents at Ayr, has retired from business ; the remaining partners, Mr. George 
Mason Lockhart and Mr. Allan Stevenson Lockhart, will carry on the firm 
under the present name and each will sign the firm name as agents of the bank. 


Union Bank of Scotland—wWith the deepest regret the bank announces 
the sudden death, on March 2 last, of Mr. Norman Leslie Hird, after distin- 
guished service as general manager for a period of over 25 years. Mr. John 
Anderson Morrison, hitherto assistant general manager, has been appointed 
general manager in succession to Mr. Hird. Fochabers : The death is announced 
with regret of Mr. John McDonald, agent; Mr. James Thomson Rennie 
Henderson, of the Aberdeen staff, has been appointed agent in succession to 
Mr. McDonald. 

National Bank of Australasia—Mr. W. Thompson, manager of Lothbury 
office, is retiring, and will be succeeded by Mr. J. D. F. Grant from Head 
Office, Melbourne. 


Publications 
Che Stock Exchange Since 1939. For the benefit especially of members 
and clerks returning to the Stock Exchange from war duty, the council have 
compiled this booklet setting out the main alterations to the Rules and 
Practices since the outbreak of war. The information is given under such 
heads as New Issues, Agency, Commissions, etc. In a preface, Sir Robert 
Pearson refers to the establishment of a new council and to the fact that the 
Stock Exchange was among the body invited to give evidence before the 
Cohen Committee. This official recognition as a guardian of the public 
Sir Robert points out “ especially through its control over the admission of 
New Issues to the market, firmly establishes our status as a public institution 
conscientiously carrying out a public function.” Copies obtainable (1s. 6d. 
or Is. 9d. post free) either from the General Secretary, or from E. Couchman 
Limited, 23 Throgmorton Street, London, E.C.z. 


The Future of the Rupee, C. N. Vakil and J, J. Anjaria (Popular Book 
Depot, Bombay. Ks. 1.4). The authors discuss India’s wartime finance from 
a point of view strongly hostile to the Government of India, blaming the 
Government, instead of the impossibility of effective control over spending, 
for the price inilation. On the future of the rupee the pamphlet comes to no 
conclusion of any significance. 
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MILNERS’ BANKERS DOORS 


Milners 


The Safest 
Safe Snvestnert! 


MILNERS SAFE COMPANY Ltp., 
SECURITY ENGINEERS AND CONTRACTORS 
to the leading British and Foreign Banks throughout the world. 
HEAD OFFICE: 58, HOLBORN VIADUCT, LONDON, E.C.1. 


Telephone: CENtral 0041/5. Telegrams: Holdtast, Cent, London. 





YOu’LL BE 
PROUD TO 
POSSESS AS 
SOON AS 
RESTRICTIONS 
PERMIT ! 


HERES THE WORLDS 
FINEST INK— 


L. G. SLOAN LTD., * Ghe Pen Corner” 


4 


KINGSWAY, LONDON, W.C.2 


COLDS 


. . . here is a suggestion 


Take two Serocalcin tablets daily, for 
thirty consecutive days. If your general 
level of health is reasonably good you 
can then look forward to three to four 
months «mmunily from colds. 


During the past ten years, Serocalcin 
has shown successful results in most 
cases. It is widely used by doctors, 
in industrial organisations, schools and 
hospitals for preventing and _ treating 


Cc olds. 


A So-day course of Serocalcin must 
necessarily be an experiment; but 
it is an experiment that is usually 
successful because most people 
‘respond "to Serocalcin, which is 
thought to act by stimulating the 
nalural resistive capacity of the body 
against invading organisms that cause 


colds. 


Serocalcin is not a ‘‘drug’’. It can be 
taken by adults and children with 
perfect safety. Your Doctor or Chemist 
will tell you more about 


SEROCALCIN 


for the prevention and treatment 


OF THE COMMON COLD 


* 


1/1 eveho suffer from the common cold are invited to 

send for booklet “Immunity from Colds”. Sero- 
calcin is made by Harwoods Laboratories Ltd., 
Watford 1 60 tablet pac k of Serocalcin, for the 
immunization course, costs S53 A 20 tablet 
pac k, to treat existing colds. costs 3, 4} Both 
prices include Tax 


TL TT 
eee 





0/ 


THE BANK OF AUSTRALASIA 


CONSIDERABLE EXPANSION 


STATEMENT BY THE HON. GE 


tion 


HE one hundred and twelfth annual 
se eneral meeting of the Bank of Australasia 
y, for was held in London, on March 28 
neral 
The following is an extract from the state 
oe ment by the Chairman, the Hon. Geoffrey 
four Cockayne Gibbs, C.M.G., circulated with the 
report and accounts 
alcin During the year considerable expansion is 
own in the balance-sheet, the total of which 
most increased by nearly 45 million to the 
tors, ord total of 487,404,000 rhe figures show 
. and usual trend of the past lew years, an In 
ating crease in deposits and at the same time a fall 
Ilvances It may be of interest to you to 
some comparison with the figures of our 
last pre-war balance-sheet for the year ended 
must October, 1930 In that year our total deposits 
but wert $0,921,000, compared with the figure 
ually before you to-day of 469,426,000, and out 
’ kis advances were 30,534,000 compared with the 
POPE ‘ Pe . 7 " 
; present figure of 427,403,000 
ch iS 
the But our bank, although we have lost earning 
body power through the reduction in advances, and 


the special account which we are compelled to 
keep with the Commonwealth Bank, which 
amounts to nearly 419 millions, earning interest 
very low rate of 15s. per cent. per annum 
position. Cash 
at call and 
in the ¢ of 
for fixed 
pel 
figures 
cent 
have 


ause 


at the 

immensely 
and 
lreasury bills are equal to 15s 
| including 


in be Is in an strong 
securities with loans 


with alances 
; ( 
emiust ‘ 


deposits deposits 


advances are only 30.6 


In 


and our 

of total deposits 

iid. in the ¢ and 89.3 pet 

respectively The profits of the 

enabled us to pay to the proprietors dividends 

iting to £191,250, which is a very similar 

to the net amount paid last of 

5, and the car forward has in 
pro 


1LO3Q these 


veat 


im 
Veal 
r\ been 


DY Q 


rtunes are entirely interlocked with 
\ustralia and New Zealand and as 
intries expand, and th idy 
st-war expansion should this bank 
and are determined to take 
ire in providing the banking facilites 

! The Commonwealth 
ent the 
” immigration to Australia 
ip the development of their industries 
1, but it is important that intending 


ere are alre 


ress we 
“ needed 


has recognized officially neces 


iderable 


OFFREY COKAYNE GIBBS, C.M.G. 


immigrants should appreciate that Australia is 
not merely a country of sunshine and of many 
of the comforts of life, but that there is also the 
need for hard work There are, however, | am 
sure, good prospects for those who are willing 
to work hard, and who are ready to join in this 
family of a great-hearted people and to share 
their aspirations 


AC] 


THE BANKING 


\ct, 1O45 and the 
Bank Act, came into operation 
in Australia The Banking Act contains pro 
Visions which give the Commonwealth Bank 
permanent control over interest rates, lending 
policy, and foreign exchange It also institutes 
a system of minimum deposits to be maintained 
by the Trading Banks with the Commonwealth 
Bank While think that some of 
these provisions go too far, no one should feel 
them dangerous in the hands of an ordinary 
Central Bank provided that they inter 
preted in a spirit of good will and co-operation 
But the Bank no ordinary 
Central Bank, besides occupying that 
position, it trading bank in direct 
competition with the other trading banks, and 
has the to fix the rates of interest at 
which the may make advances or receive 
trading banks are, I feel sure 
determined to co-operate with the Common 
wealth Bank long the powers of the 
Commonwealth Bank, as | am sure they will be, 
in present hands, and in full 
realisation of the service the trading banks have 
given and will continue to give to the people of 
\ustralia 


In August the Banking 


Commonwealth 


we may 


are 
Commonwealth IS 
as 
is also a 
power 

latter 

Phe 


ce posits 


as as 


are used wisely 


I therefore do not believe that this new Act, 
and the given to the Commonwealth 
Bank, will retard the development of Australia, 
but there other matters which must caust 
concern to all who wish to see a tlow of British 
capital to Australia Phe double 
taxation is certainly a reason many willing 
stors to fight shy of in Australia 
and I therefore, very glad to see that this 
matter again to be ussed between the 
Governments of Australia and the United 
I hope for a essful outcome of 
hope that the 
to 


as 


powers 
are 


present 
for 
Inve investing 
am 
Is dis 
Kingdom suck 
this difficult problem and | 
will see his way to permit money 
flow as freely to this country from Australia 


at present it can flow to Australia from London 


also 


Treasurer 
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THE EASTERN BANK 


STRONG RESERVE POSITION 


THOMAS 


SIR 


HI \nnual General Meeting 


Eastern Bank Limited was 

March 22 in | 

The following statement f the deputy 
chairman, Sir Tl angman, K.¢ 

has been circulated with the | and 


ondon 


accounts 
It is a matter of great regret that the 
unable to make his 


chair 
owing to illness, is 

statement 1 am 
that he 
we look forward to his taking his place at the 


man 


customary happy to say 


however is making good progress and 


helm in the near future 


THE ACCOUNTS 


lurning to the a 
it about the 


yunts leposits remain 
} 


figure Cash 1s down by 
ottset to this re 
included 


bonds fall 


same 
ibout 41,000,000, but as an 
should be 


securities there are 


duction it mentioned that 
in Government 
ing due this year amounting t er 42,500,000 


increase Ot over 41,000,000 


India 


[here is a welcome 


in advances, all in effect 


\cceptances are also up by over 
continued the policy of increasing 
with an 

profits 
rom contingen- 


800,000 The 


attributable to 
55,000 The 
board have 
the published reserve, which alloca 
tion oft 
further 
cies account now 


450,000 trom the net and a 
allocation of f 


amounts to 


450,000 
net profits show a modest increase of about 
final dividend proposed is 

making a total distribution of 54 
as for 1943 and 1944 
Dominion 


4 3,000 The 
per share 
per cent. for the year 
In regard to relief in 
income tax, the law has recently 
and from now on dividends will be 
to United Kingdom income tax at the 
rate 


re spect ot 
bee nN ¢ hanged 

subject 
standard 


CONDITIONS IN INDIA 


Regarding India simist would point 
to the severe 


turbed political situation, and to the 
after six years ot war, ol 


the pe 
scarcity of foodstutts, to a dis 
general 
unrest, inevitable 


which it is said the Com: taken 


mutiny in 


1unists have 


advantage to provoke the recent 
the Indian Navy 
On the other 


not all parts of 


noted that 
been affected by a 


hand, it must be 
ndia lave 
food shortage, and it is probable that the more 
fortunate Provinces 
less fortunate, and that further assistance will 
be forthcoming from the outside world that 

visit of Cabinet representatives 

| political parties in 
likely to 
condemned by 


and the Muslim 


and States will assist the 


the coming 
has been welcomed by a 
India, and that 
lead to violence 
leaders of the Congress Party 
League 
Chere are 
India, as a 


ill demonstrations 


have been 


also other weighty considerations 
result of the war, has changed 


STRANGMAN’'S STATEMENT 


from a debtor to a creditor country ther 
wide market for her agricultural produ 
her industries have prospered during the war ; 
the expansion of currency circulation appears 
to have been arrested ; and finally her Gov rn- 
ment are able to borrow without difficulty by 
internal loans at cheap rates In this con- 
nexion it should noted that in the 
Budget just announced there are proposals for 
substantial reliefs in taxation Excess Profits 
Duty is to end, and the highest rate of tax on 
companies’ profits is to be reduced from 73 
annas to 6 annas in the rupee 


also be 


CONTINUED PROSPERITY IN 


In Ceylon currency 


314,000,000 to Ks 


CEYLON 


from Rs. 
May 
and November, and in spite of the departure 
of S.E.A.( prosperity continues at its war- 
time level The local Government, who have 
| revenue over expenditure, 

| the way in the field of still cheaper finance 
by floating a loan which was well subscribed 
in July at 


expanded 
$47,000,000 between 


1 large excess ol 


per cent., repavable in 1955-60 
IRAQ 

In Iraq there is to be much activity in the 
near future rhe Government have recently 
entered into a contract with a British engi- 
neering company for the construction of a 
railway bridge over the Tigris above Baghdad 
an extension of the railway is being made 
from Kirkuk to Erbil: the completion of the 
large Habbanivah Escape Scheme should soon 
be put in hand: other irrigation projects in the 
northern part of the country are also in con- 
templation. In the direction of private enter- 
prise preparations for the duplication of the 
Iraq Petroleum Company's pipeline across the 
desert are well advanced In all the circum- 
stances we have decided to reopen our branch 
at Kirkuk 1941, in the, 
premises we formerly occupied 


which was closed in 


BRANCH 


The branch at Singapore was reopened on 
October 1 1O45 It had been taken over by 
a Japanese banking organization during the 
Japanese © Our compradore and 
chief clerk » our great advantage, remained in 
the bank and to the best of their ability pro- 
tected our interests The premises were in 
good condition 

Lastly I would pay tribute to our staff here 
and abroad rhe latter are now coming home 
on leave as fast as passages and the exigencies 
of the service will permit Many, I fear, were 
suffering from overstrain due to a long spell 
in the st I would also pay tribute to Mr. 
Golder, who continues to render of his best to 
the bank 


REOPENING OF SINGAPORE 


cupation 





| soon 
in ie 
n con- 
enter 

the 





